G> 


tu 


ACS 


~ wet <3 


a Le tee 


Fess 


he 


Cc cc 


Sel 

Gk oe Mi 

Ne ne eae est 
Cawlewass - 


Ney 
ea eenecrere Ss. 
oem : Le eee | 
Pras Wwe % 
SCl shown - 
Owsust 1447 - 


R —, 
yn y 
ry 2 

if i 


THE ECONOMIC MIND IN 
AMERICAN CIVILIZATION 
1606-1865 


VOLUME TWO 


Also by Joseph Dorfman 


THORSTEIN VEBLEN AND HIS AMERICA 


THE ECONOMIC MIND IN 
AMERICAN CIVILIZATION 
1606 - 1865 
BY 
Joseph Dorfman 


VOLUME TWO 


Wi 


— 


; "My 


NEW YORK: THE VIKING PRESS 
MCMXLVI 


COPYRIGHT 1946 BY JOSEPH DORFMAN 


PUBLISHED BY THE VIKING PRESS IN JANUARY 1946 


PUBLISHED ON THE SAME DAY IN THE DOMINION OF CANADA 


BY THE MACMILLAN COMPANY OF CANADA LIMITED 


PRINTED IN U. S. A. BY THE VAIL-BALLOU PRESS 


Contents 


Book Two: From Independence to Jackson 


PART II: THE EMERGENCE OF SYSTEMATIC ECONOMICS 
CHAPTER 


XIX The Higher Learning: 1789-1829 


XX The Northern Tradition of Laissez Faire 
The Reverend John McVickar: Federalist Ricardian 
Samuel Young: Republican Ricardian 


XXI The Southern Tradition of Laissez Faire 


Thomas Cooper: Follower of Jefferson 
George Tucker: Hamiltonian in Disguise 
Jacob Newton Cardozo: Ricardian Critic of Ricardo 


XXII Followers of the American System 
The Leviathan of Daniel Raymond 
David Stirrat’s Romance of Public Works’ Expenditures 
Friedrich List: Exporter of the American System 
William Jennison’s-Manual for the Common Schools 
Willard Phillips: Converted Protectionist 
Alexander Everett: Malthusian Critic of Malthus 


Book Three: From Jackson to the Civil War 


XXII The Era of Jacksonian Democracy 


XXIV The “Labor” Literature 

Langdon Byllesby: Ricardian Socialist 

Leaders of Working Men’s Parties: Thomas Skidmore, 
Frances Wright, Stephen Simpson 

Non-Political Reformers: William Maclure, Theodore 
Sedgwick II 

The Loco-Focos: Clinton Roosevelt, William Leggett, 
John Vethake 


v 


vi 


CONTENTS 


Orestes A. Brownson: Christian Socialist 

The Fourierites: Albert Brisbane, Horace Greeley 

The Philosophical Anarchists: Josiah Warren, Stephen 
Pearl Andrews 

The Monetary Scheme of Edward Kellogg 

The Empire of John Etzler’s Machines 

The Land Reformers: George Henry Evans, Lewis Mas- 
querier, John Pickering 

German Communists and English Chartists in America: 
Wilhelm Weitling, John Bray, John Campbell 


Gilbert Vale: Disciple of Paine 


XXV_ The Higher Learning: 1829-1861 


XXVI 


XX VII 


XXVIII 


XXIX 


XXX 


XXXI 


The Northern Free-Traders 
The Reverend John McVickar: Whig Ricardian 
William Beach Lawrence: Disciple of Bentham 
Henry Vethake: Loco-Foco in the Academic World 
The Reverend Samuel P. Newman: Scapegoat for Marx 


The “Simplified Economics” of the Reverend Joseph Hol- 
dich 


Later Free-Traders: Amasa Walker, John Bascom, George 
Opdyke 
The School of Wayland 
The Reverend Francis Wayland: Ideal Textbook Writer 
Wayland’s Imitators: Marcius Willson, Andrew W. 
Young, Samuel G. Goodrich 
The Northern Protectionists 
Daniel Raymond: Whig Loco-Foco 
Willard Phillips: Spokesman of Mature Mercantilism 
The “Public Economy” of the Reverend Calvin Colton 
John Rae’s Sociology of Capital 


The Carey-Colwell School 
The “Individualism” of Henry C. Carey 


Disciples of Carey: Rufus Griswold, David Ames Wells, 
E. Peshine Smith 


The “Socialism” of Stephen Colwell 


The Cautious Protectionists 
Alonzo Potter’s Economics for Mechanics 
Johann Louis Tellkampf: Visitor from Prussia 
Francis Bowen: the “Old Roman” 

The Dominant Carolinian Contingent 
The Final Conversion of Thomas Cooper 


661 
667 


671 
678 
681 


684 


686 
693 
695 
713 


fh 
720 


73 
743 


745 


749 
758 
758 


767 
le 
771 
774 
777 
779 
789 
789 
805 
809 
826 
826 
833 
835 
844 
844 


Louisa C. McCord: The Harriet Martineau of the South 848 


CONTENTS Vii 


William Gregg: Outright Protectionist 850 
Jacob Newton Cardozo: Southern Loco-Foco 852 
Henry R. Middleton: Refiner of Orthodox Doctrines 862 
Francis Lieber: “Nationalist” Free-Trader 865 
The Mathematical Economics of Samuel Galloway 880 
XXXII The Virginia Contingent: Philosophers of the New 
Order 881 
George Tucker: A Southern Anachronism 881 
William H. McGuffey and The McGuffey Readers 889 
M. R. H. Garnett: Scholar in Politics 890 
Thomas Roderick Dew: The Ricardo of the South 895 


N. Beverley Tucker: The Thomas Carlyle of the South —gog 
The Historical Approach of George Frederick Holmes 920 


George Fitzhugh and Slavery as Ideal Communism 929 
XXXIII_ The Western Contingent: Upholders of Traditional , 
Ideals 934 
Henry Hughes: Agitator for the Slave Trade 935 
Nathaniel A. Ware: “Nationalist” Protectionist 936 
James D. B. De Bow: Southwestern Statistician 946 
Ezra Seaman: Northwestern Statistician 952 
David Christy and King Cotton 955 
XXXIV The Civil War 956 
The North 956 
The South 983 


Bibliographic Notes and Index Following 990 


i. ier E 


> tay pana, Pala Int ne 
Gru UEP eons 


nomial F werent ey niet ; 


ae? fas ” Sit Bake aaah, store Fi mane 
a : ¥ with oa Frost A ser = ge anes 


7 F : oan aa settee ig vei =f! rm tt eeral 
. i Ber ieteny. Ph ey vives mia Hida pot 
P10 Fig J a Xd (Cen tel hie mat bial? 
oD ty 
Bas i OTT ena 
; ‘ 4 ay ana. «ae 
7 t my * ; titer ib 
: arr ' Wit DA eviy) aia icant 
ot : rahe 1 z 
‘ anc 
8. 
= ¥ =. 
eon} 
i >» ~ 
: = 
7 
; ; 
cl 


BOOK TWO 


From Independence to Jackson 


PAR UE 


The Emergence of Systematic Economics 


CHAPTER XIX 


The Higher Learning: 1789-1829 


UST as differences in political theory among the learned gentle- 
men of business made little substantial difference in their spe- 
cific outlook on commerce, so in the academic world party ani- 

mosities hardly affected the general economic philosophy. Academic 
learning had advanced slightly but it still was not in a very high state 
and was strongly controlled by traditional ideals. Meager salaries, ill- 
trained teachers, multitudinous subjects under one instructor, short- 
ened programs, and nepotism were admitted evils, but they were at- 
tributed to the beneficent relative equality in America, since only 
under great inequality of wealth was there supposed to be a leisure 
class to pursue learning.* 

That the college teachers should be clergymen was a matter of 
common sense. Coxe, in presenting to Englishmen the advantages of 
settlement in America, in his A View of the United States, declared 
that, for teaching, “pious and learned ministers of religion are deemed 
particularly suitable.” Robert Troup’s argument for founding Geneva 
(Hobart) College was: the more he saw of the progress of Jacobin- 
ism, the more he realized the need of setting up a college for the train- 
ing of the clergy of the Episcopal Church.’ 

The physical sciences were generally viewed with suspicion. Presi- 
dent Charles Nisbet of Dickinson College declared that, unless the 
grace of God produced a different effect, the more intimately men 
became acquainted with the works of nature, the less mindful were 
they of their great Author.* Men genuinely interested in the sciences 
had no place. Only in moments snatched from practical occupations, 
in government or business, was significant work done in these fields. 
Barlow had to appeal to Madison’s postmaster general to give an of- 
fice to an astronomer and mathematician to enable him to live. In 
medical schools dissection was rare. Using hospitals in medical work 
struck even Jefferson with horror, for hospitals were “charitable” 
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institutions not only for the sick, but also for the poor and orphans. 
They were more in the nature of workhouses for the defective, de- 
pendent, and delinquent. 

New systems of philosophy that threatened to supersede the 
Common Sense philosophy were denounced as tending to destroy 
the social fabric. The academicians heard of Kant via some English 
magazine articles condemning his work as “an attempt to teach the. 
skeptical philosophy of Hume in the disgusting dialect of scholasti- 
cism.” The Reverend Samuel Miller, trustee of both Columbia and the 
College of New Jersey, declared in 1803 in his A Brief Retrospect of 
the Eighteenth Century: “The most impartial judges will probably as- 
sign him [Kant] a place among those metaphysical empirics of mod- 
ern times, whose theoretical jargon, instead of being calculated to 
advance science, or to forward human improvement, has rather a 
tendency to delude, to bewilder, and to shed a baneful influence on 
the true interests of man.” 

Until the collapse of the Federalist Party after the War of 1812, 
the leading institutions for the most part were Federalist and anti- 
Jeffersonian, and appointments and dismissals were often determined 
accordingly. At Yale Professor Josiah Meigs informed the authori- 
ties in 1798 that he was willing to recant publicly his early support 
of the French Revolution and to declare that President Adams’s 
measures against the French were justified and the executive must be 
upheld; but the Yale authorities deemed it best that his annual ap- 
pointment and services come to an end.° Harvard broke the ancient 
custom of having as president only a clergyman by offering the post 
to Fisher Ames in 1804. 

James Kent said he was appointed to the new professorship of law 
at Columbia in 1793 partly because of his Federalist sympathies.® His 
lectures amply bore out the soundness of the appointment. He started 
with Paley, since moral philosophy as the foundation of human law 
must be considered part of judicial education. The legislative power 
is “the most impetuous and powerful.” Consequently limited con- 
stitutions give the executive a veto. Since the judicial power is the 
weakest power in its ability to protect itself, the right of expounding 
the Constitution and the laws is its constitutional means of defense in 
maintaining its chartered privileges and the equilibrium of powers.’ 

After resigning the college post, Kent became chancellor. In the 
New York State Constitutional Convention he summed up his creed: 
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Since society is “an association for the protection of property as 
well as life . . . the individual who contributes only one cent to the 
common stock, ought not to have the same power and influence in 
directing the property concerns of the partnership, as he who con- 
tributes his thousands.” ® 

After the Republicans had forced him out of his office of chan- 
cellor by enacting a measure calling for retirement at the age of sixty, 
Kent returned to Columbia in 1822 and continued to combat “the 
growing desire for change and innovation.” 

Following the same Federalist political faith as Kent, but far more 
extreme in his espousal of the “natural right” of property, was 
Nathaniel Chipman, professor of law at Middlebury College, Ver- 
mont. In his Sketches of the Principles of Government, which he 
published in 1793 while judge of the federal district court of Ver- 
mont, he chastised those conservative authors who declared that 
property, especially land, was a creature of government. Some of the 
most eminent writers of antiquity, Chipman wrote, have argued for 
a limit to acquisition on the ground that riches give power to their 
possessor, and those possessing power will abuse it to the oppression 
of others. If this argument be sound, he argued, then by the same rea- 
soning the improvement of bodily strength and mental ability should 
be limited. Riches, he triumphantly concluded, are the result of in- 
dustry. 

At the same time Chipman used a more liberal rhetoric than Kent 
in presenting the American government as the finest type of govern- 
ment—representative democracy. Great was his annoyance at the 
Jeffersonian “democratic societies,” who, in attacking the Federalist 
Administration, claimed Chipman was on their side and cited exten- 
sive passages from his book on the necessity of responsibility and 
accountability of government to the popular will, and for an “ef. 
fectual provision for the dissemination of useful knowledge.” Chip- 
man indignantly wrote his friend Hamilton in January 1794 that any- 
one judging his book by the quotations cited would believe it “con- 
tains the principles of anarchy instead of government.” Nothing in 
the book, he said, authorizes these voluntary self-created societies 
and as, The professed design of these “self pronounced dictators” 
is to “promote political knowledge, but whenever they have estab- 
lished themselves they have aaxSmned a dictatorial style in their re- 
solves.” These useless and dangerous societies are formed for the 
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purpose of “censuring the proceedings of government i transitu, of 
anticipating the deliberations of constitutional bodies, or dictating the 
measures which those bodies ought to pursue.” 

The people must let Congress do the debating and supply the in- 
formation. “Congress are from their situation, furnished with the 
necessary information relative to the present state of things as they 
may affect the nation. . . . All this is in their debates, handed out and 
circulated among the people, together with all the reasons for and 
against any measure that could be suggested by the most mature de- 
liberation. By these means the people have in their power sufficient 
information to judge calmly and rationally of the measures which 
have from time to time been adopted. . . . They [the people] will 
generally approve or disapprove with judgment, but in debating, 
are exposed to all the rashness of ignorance, passion and prejudice.” 
Thus these clubs “have a tendency directly or indirectly, to introduce 
into the measures of government all the precipitation, all the heat, and 
ungovernable passions of simple democracy.” ° 

The college presidents led in the denunciation of Jefferson and 
what he supposedly stood for. On hearing that Jefferson had been 
elected President, Nisbet asked that “God grant us patience to en- 
dure” his tyranny, and then went on to declare that the retrogression 
of the eighteenth century was further indicated by the decline of 
orthodox religion or the evangelical Calvinist faith, the practical ex- 
pression in the American Constitution of the Jeffersonian doctrine 
of the equality of the opinions of one God, twenty Gods, or no God, ° 
the spread of Deism, Unitarianism, the anarchical higher criticism 
of Germany, the materialism of Priestley and Hartley, the fantastic 
doctrine of men having risen from beasts, Paine’s Rights of Man, the 
ignorance and contempt for antiquity, a boundless rage for theory 
and experiment, and above all by the growth of skepticism and the 
spirit of free inquiry. This latter accounts in fact for all the others, 
The end, of course, must be, as in France, a despotic Bonaparte and 
a wiping out of civilization in blood." 

The Reverend Timothy Dwight, president of what was probably 
the leading institution, Yale, was popularly called the “Pope of Fed- 
eralism” or the “Metropolitan See of Federalism.” His predecessor, 
the Reverend Ezra Stiles, had awarded Jefferson an honorary Doctor 
of Laws degree and called him in 1784 a “truly scientific and learned 
man and in every way excellent.” +4 But Dwight was sure that Jef- 
ferson and his followers were agents of the devil. 
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At the commencement of 1798, Dwight had preached on “The 
Duty of Americans at the Present Crisis,” the threatened war with 
France. He called for unequivocal adherence to the existing gov- 
ernors, for they possess better information of the situation than 
private persons can have, and “confidence must be placed in men, im- 
perfect as they are, in all human affairs, or no important business can 
be done.” Men must not be greedy of their property and lives, but 
be prepared to sacrifice both in a war with France. “We fight for 
the lives, the honour, the safety, of our wives and children; for the 
religion of our fathers, and for the liberty with which Christ has 
made us free, to save them from the corruption and perdition of 
foreign atheism.” With the election of Jefferson he preached that 
evil had befallen New England, and the meaning of the text that 
God’s children should separate themselves from the unfaithful was 
rather obvious. This will be difficult, he said in a Discourse on Some 
Events of the Last Century, “for your enemies are numerous, in- 
dustrious, daring, full of subtlety, and . . . zeal. Nay, some of them 
are your brethren and endeared to you by all ties of nature,” but God 
will protect you, and “your children of many generations will rise 
up and call you blessed.” Naturally Dwight supported the Hartford 
Convention as it moved for secession. 

While denouncing democracy, the Federalists laid down in their 
textbooks on moral and political philosophy a strict code of respect 
for property and the merchant. Said Witherspoon’s son-in-law and 
successor, the Reverend Samuel Stanhope Smith, in his Lectures . . . 
on Moral and Political Philosophy (1812): Government must pro- 
tect the sacred rights of property, and honors must be accorded to 
merchants to encourage profitable trade. Price regulations or any 
restrictions on the freedom of the merchant, even in times of scarcity, 
would limit industry. Price is fixed by the ratio between the quantity 
of specie and the amount of goods, and “this constant ratio of things 
no law or authority of the state could alter without violence to lib- 
erty and manifest injury to the interests of trade.” 

The plea for freedom from legislative interference, however, does 
not preclude the use of the state power to obtain commercial treaties 
and privileges of trade with other nations. Furthermore, the general 
maxim that trade should be free and committed almost entirely to 
the control and interested vigilance of the merchant is not incon- 
sistent with another principle, “that the policy of a nation may 
sometimes wisely impose certain restrictions dictated by the spirit 
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of commerce itself in order to introduce a new and to foster a grow- 
ing manufacture.” Since commerce depends on strict fulfillment of 
contracts, every aid should be given to the merchant to compel meet- 
ing of contracts, even to seizing persons for debt and excluding chil- 
dren of those who die insolvent from civic honors and privileges 
until the debt be paid. Frugality is good because it enables artificers 
to work for low wages. 

Slavery is bad, Smith felt, but it should not be eliminated by laws 
directly aimed at its dissolution, since this would violate the spirit 
and manners of the country. Instead, the end should be achieved, as in 
all cases of reform, by gradual changes, such as the establishment of 
a peculium by which every industrious slave could purchase his free- 
dom after a reasonable period. 

Republican instructors, in their treatises on government as well as 
other matters, held to substantially the same views. A case in point 
was the work of Joseph Priestley, the world-famous English chemist 
and friend of Franklin. In England he had written, among other 
things, a general textbook covering all the social sciences, called 
Lectures on History and General Policy. In the spirit of Franklin’s 
views during his days in England, it lauded the British Constitution 
as the finest in the world, denounced poor relief as destroying the 
incentive to acquire subsistence and property, and made commerce 
the animating force of prosperity and free government. Like many 
enlightened Englishmen and Americans, Priestley had viewed the 
opening of the French Revolution as the beneficent march of the 
free spirit of commerce; and he called on Englishmen to support it 
in order to promote “a friendly and commercial intercourse” be- 
tween the two countries.!2 

In 1791, as the Crown moved to repress forcibly any sympathy 
with the Revolution, a mob, shouting among other slogans “Church 
and King” and “No False Rights of Man,” smashed Priestley’s labora- 
tory and scattered his manuscripts to the winds. After this experi- 
ence he decided, in 1794, at the age of sixty-one, to come to America 
at least temporarily, in connection with a land company he and his 
sons had helped organize for purchasing 300,000 acres in the frontier 
area of Pennsylvania as an English settlement. His original pro- 
French sentiments made him anathema to the Federalists. Great mu- 
tual admiration sprang up between him and Jefferson, who always 
was an admirer of learned men, especially those with influence or 
good pens. Priestley turned his lucid pen to supporting Jefferson 
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in his battles with the Federalist Administration, and naturally when 
Jefferson became President he thought the millennium had been 
reached. Interestingly enough, his textbook had all the while enjoyed a 
vogue in American colleges, and President Dwight was using it at the 
very moment he also was proclaiming that the election of Jefferson 
was the victory of anti-Christ.'* 

In 1803 Priestley decided to bring out an American edition which 
differed from the old one primarily in the inclusion of a chapter on 
the American government. He had seen, as had his chief during the 
campaign against Adams, some grave defects in the working of the 
American Constitution and had used the customary radical rhetoric; 
but now, with Jefferson in power, naturally these deficiencies no 
longer existed. He wrote in the new edition that in the American 
Constitution “every evil incident to society is . . . as well guarded 
against as human wisdom could devise; and the experience of more _ 
than fourteen years has discovered but few things that seem to want 
amendment, or rather a clearer explanation.” Before the establish- 
ment of the American Constitution, the English was unquestionably 
the best in the world. But the American, modeled on the British, 
more effectively guards the most valuable features of the latter— 
namely, the natural rights and civil liberty of individuals. Every per- 
son has full liberty to employ all his faculties for his own advan- 
tage, which he can better understand and provide for than the state 
could do for him. 

The property qualification for voting is wise. To annex certain 
privileges to the acquisition of property operates as an incentive to 
the industry by which property is acquired and ought to be en- 
couraged by the laws of every country. The system of electors for 
choosing the President, the election of Senators for long terms and by 
the state legislatures, and the two-year instead of annual term of 
House members are admirable. The only improvement desirable is 
extending the term of House members to three years. These features, 
he said, by giving the various bodies independence in varying degree 
from the “ill informed” common people or electorate, prevent the 
few who really think and judge for themselves from misleading the 
majority for their private interest. All history shows that the more 
numerous is the body that decides on anything, the more hasty, in- 
temperate and injudicious “are its enactments.” Low salaries for gov- 
ernment officers are wise, for it is a poor country which cannot pro- 
vide sufficient men of fortune to serve their country, and the admirable 


510 THE ECONOMIC MIND IN AMERICAN CIVILIZATION 


American Constitution allows men of talent to acquire fortunes 
easily. Like President Dwight and respectable Americans in general, 
he disapproved of the people on the frontier. The lower class of peo- 
ple there, he said, live wretchedly because they are idle and proud."* 

The treatises of native-born Republicans ran along similar lines. 
John Augustine Smith is an example. He was a native Virginian, 
graduate of Jefferson’s alma mater, the College of William and Mary. 
After studying medicine abroad, practicing in New York, and teach- 
ing at Columbia’s medical school, he became in 1814 president and 
professor of moral and political philosophy at William and Mary. 
Three years later he published A Syllabus of the Lectures... on 
Government. In this he declared that the most firmly grounded truth 
in politics is that “universal suffrage and freedom never were and 
never can be co-existent.” 

The essence of republicanism is that laws should emanate from 
those on whom they are to operate. Now ninety-nine hundredths of 
the legislation relates exclusively to questions of property. The re- 
striction of the right of voting therefore conforms perfectly with 
“the purest principles of republicanism.” That the poor man is com- 
pelled to serve in the militia and sometimes lose his life is no reason for 
giving him the franchise, for the voters have “to pay as well as fight, 
which is by far the most burthensome part of the business—the dif- 
ficulty in modern wars being to raise money, not men.” 

Judges, as Jefferson had early argued, should have permanent tenure 
and the power to declare laws unconstitutional. As Kent had argued, 
the judiciary can never be made equal to the other two departments— 
the direct authority of the legislators nor the powerful influence of 
executive officers; but the greater the weight of the Supreme Court, 
the more effective will be the balance between the branches of the 
government. 

But Smith found one glaring defect in the otherwise model con- 
stitution of Virginia. It had usury laws, which showed ignorance of 
political economy, the science most important next to government 
and morality, but the one “with which mankind at large, have the 
least acquaintance.” The whole familiar catalogue of objections was 
reiterated, with the addition that usury laws caused the increasing 
senseless demand for more banks. 

However, he became rather ambiguous, as did most respectable 
men in this period of inconvertible paper, on the question of when a 
stay law was not a stay law. He denounced stay laws and the like 
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as violations not only of the constitutional provisions against im- 
pairment of contracts, but also of the very end of government to 
protect individual rights. But the immediate payment of debts is not 
to be enforced because it is impossible to ascertain instantly their 
existence and amount. Until these are known, the public authority 
cannot act. The legislature may consequently decide what steps are 
necessary to establish these two circumstances; or, more general] 
speaking, they may rightly ordain “that any forms shall be observed 
which are deemed conducive to the more perfect administration of 
justice.” 

As among Federalists, so among Republicans, the renovations 
in education ran along lines of strengthening the teachings of the 
Common Sense philosophy. Archibald Murphey, bemoaning that 
students at the University of North Carolina were being educated 
on pleasant elementary books, abridgments, summaries, and encyclo- 
pedias, took time off from his other enterprises in “internal improve- 
ment” to head a legislative committee to study the educational situa- 
tion. 

“The great object of education,” his committee reported, is intel- 
lectual and moral improvement. The best mode can be found only in 
“a correct knowledge of the human mind, its habits, passions, and 
manner of operation. The philosophy of the mind . . . has received 
form and system in the schools of Scotland. This new science .. . 
has sapped the foundations of skepticism by establishing the author- 
ity of those primitive truths and intuitive principles, which form 
the basis of all demonstration.” Once the student, via the works of 
Jefferson’s friend, Dugald Stewart, got the “philosophy of the Hu- 
man Mind,” then he was to be taught in succession “Moral law, Law 
of Nature, and Nations, Government and Legislation,” and finally 
“Political Economy”; in other words, the typical better college 
senior-class discipline to fit the graduate for success in his intimately 
related worlds of politics, finance, and estate management.” 
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GH AP THERA 


The Northern Tradition of Laissez Faire 


NATIVE systematic literature on economics was long in 

developing in the United States. On the whole, the academic 

world was not fruitful soil. Few doubted the importance of 
the subject; but that a teacher should spend much time on it was con- 
sidered a waste of effort. The curriculums were still dominated by 
theology. Economics was merely a branch of moral philosophy and 
entitled to only a few lectures at best. In fact, the economics held to 
be essential was mostly the discussions to be found in Paley’s Moral 
and Political Philosophy or Priestley’s Lectures on History. The sub- 
ject was suspected of atheistic tendencies, or at least it tended to stress 
man’s “materialistic” bent at the expense of devotion to religion. The 
teachers were generally more interested in other parts of the curricu- 
lum and, being of none too high an intellectual caliber and forced to 
teach a variety of subjects, had neither the time nor the inclination to 
pursue such an abstruse subject. Of course, there was no objection if 
the state or individuals would provide chairs of economics or sub- 
sidize publications. 

The important problem that faced American educators and public- 
spirited citizens was a text that would inculcate in the rising genera- 
tion sound economic principles, especially the virtues of self-help. 
This was held to be especially important in America in face of the 
ever-widening franchise. As in other fields, the treatises that found 
general acceptance were those first printed in England, whether by 
English authors or translated by Englishmen. 

The Wealth of Nations always enjoyed considerable vogue. But 
even the learned literary journals complained as late as 1817 that it 
was “too abstruse to be easily comprehended by the unphilosophic 
mind, besides, subsequent experience has elucidated much that was 
problematical or intricate, in his day,” + and it is cluttered up with 
needless statistical detail and digressions. The clerics especially were 
somewhat dissatisfied with his invidious distinction between pro- 
ductive and unproductive employment because preachers, along with 
the government personnel, while considered useful, were not re- 
garded as increasing the wealth of a nation. This led the clergy to 
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charge that Adam Smith considered economics as merely materialistic 
and not a moral science. 

Ricardo was, of course, profoundly admired, especially after the 
eulogy of his treatise written by his disciple John Ramsey McCulloch 
in 1818 appeared in the Edinburgh Review. But as his American 
disciple Verplanck explained in Essays On . . . Revealed Religion, 
Ricardo is too deep for the average mind to find wide acceptance 
at present. His “speculations will . . . exercise a far more marked 
influence over the public concerns and opinions of the remainder of 
this century . . . than those of any other man of our day.” Though 
his “education and course of life led him from particular facts and 
practical details up to general speculations,’ still he presented “his 
great and original views . . . in the most naked and repulsive form, 
giving to the laws which govern the creation of exchangeable value, 
the incidence of taxation, and the nature of currency and credit, all 
the harsh abstractness of mathematical propositions. He is not ob- 
scure from confusion of thought, nor from ambiguity of language, 
but from want of development, and from taking too much for granted 
in the acuteness and attention of his readers. Even those who enter 
perfectly into his sense, must read him and meditate him again and 
again before his system becomes familiar to them, and perfectly at 
their command. Compare him with such a writer as Say—a writer, 
too, of no common ability—how much clearer is the one—but how 
much deeper the other!” 

Ricardo’s doctrine that rent did not enter into cost of production 
was especially held to be too subtle. 

Most popular of the European treatises was that of J. B. Say, the 
French professor with a long experience in business. Say translated 
Franklin’s Poor Richard for distribution among the French poor. 
He enjoyed the friendship of Jefferson and was closely attuned to the 
American mind. At one time he thought of coming to America and 
establishing a cotton factory adjacent to a cotton plantation. His 
book, Traité d’économie politique, praised America, avoided the dis- 
tinction between “productive” and “unproductive” employments, 
presented the role of the entrepreneur as the great organizer of in- 
dustry, treated property as a category of production, and pretended 
to teach individuals as well as nations how to get rich. Any question- 
ing of unrestrained freedom of acquisition it entertained was duly 
answered in a footnote by the editor of the American editions, Colo- 
nel Clement C. Biddle. Its great advantage was, as Jefferson said, that it 
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presented the same principles as The Wealth of Nations in a “shorter 
compass and more lucid manner. oo 

Say’s elementary condensed version of his treatise under the title, 
in translation, Catechism of Political Economy; or, Familiar Con- 
versations on the Manner in Which Wealth is Produced, Distributed, 
and Consumed in Society, was reprinted in 1817 in the United States 
by Mathew Carey. But then this was at a time when Carey had not 
yet made up his mind whether he was a free-trader or protectionist. 
A conservative reviewer described it as a convenient compendium 
for those who love to arrive directly at conclusions.® 

More definitely for the schools was Outlines of Political Economy 
on the Plan of the Reverend David Blair, Adapted to the Use of 
Schools in the United States of America (1828). The Reverend David 
Blair appears to have been one of the clerical pseudonyms of Sir Rich- 
ard Phillips, writer of elementary-school books. The publisher (prob- 
ably also the author) was Samuel G. Goodrich, a New England 
editor and compiler of a mass of treatises, especially the famous Peter 
Parley books for children. Goodrich was of Federalist antecedents, 
and he viewed the men of the Hartford Convention as high-minded, 
patriotic citizens; whereas Jefferson, Madison, and other leaders of 
“democracy” were the great opponents of the Constitution and law 
and order.* 

In the new settlements of America where the husbandman is con- 
tinually encroaching on the wilderness, want is nearly unknown, 
“Blair” said; and prosperity almost universally prevails. The laboring 
class is rapidly passing into the landholding class. The facility with 
which the North Americans acquire a maintenance encourages early 
marriages and gives rise to large families. The children are well-fed, 
thriving, and healthy. The rapid increase of population does not re- 
duce the rate of wages because capital increases in a still greater pro- 
portion. Should the population increase too fast, “the poor are obliged 
to subsist on a smaller amount of food than will support them in health 
and vigour, the children languish a few years in poverty then fall 
victims to disease brought on by want and wretchedness.” Such chil- 
dren do not add to the strength of the nation. Savings banks are 
eminently desirable but poor relief is disgusting, for the certainty 
that the parish is bound to relieve their wants renders the poor less 
apprehensive of poverty than if they knew they must suffer all the 
misery it entailed. 
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Neither of these books was very successful in the United States. 
They were not quite simple enough. The market was captured and 
held by the Englishwoman Jane Marcet’s Conversations on Political 
Economy; in which the Elements of that Science are Familiarly Ex- 
plained. Immediately reprinted in the United States in the year fol- 
lowing its English issue in 1816, it went through numerous editions 
both in the United States and in England. Like her tremendously 
popular Conversations on Chemistry, it was intended for “young 
persons of both sexes” and was written in the form of conversations 
between “Mrs. B.” and “Caroline.” The American editor, the Rev- 
erend J. L. Blake, further simplified the teachings by adding 1309 
questions at the bottom of the pages. Such works had the encourage- 
ment and even the guidance of eminent economic leaders. In Eng- 
land, Ricardo took an interest in later editions of the book. McCulloch 
pronounced it the best beginners’ treatise. The professor of the sub- 
ject at Columbia, the Reverend John McVickar, could say: “Though 
puerile in its form, and from a female pen, [it] is not wanting in manly 
excellence. It has the high merit of being familiar without departing 
from scientific truth.” © 

So well was it received that it was even used for a while in the best 
colleges, from Harvard to South Carolina. Indicative of its character 
was the extract chosen by the reviewer for the conservative Analectic 
Review as best suited to illustrate its many good features. This dealt 
with the treatment of machinery: Miss Caroline at first sight thought 
that machinery created unemployment, but Mrs. B. explained that 
whatever abridges and facilitates labor will eventually increase the 
demand for labor through the fall in price and greater consumption 
of the article. But Miss Caroline noticed that some types of labor 
were completely displaced by the machinery. Mrs. B. had a ready 
answer. “Where there is capital, the poor will always find employ- 
ment.” Countries possessed of great wealth will see great works under- 
taken, such as bridges, canals, and roads, which give rise to employ- 
ment in addition to the usual employment in agriculture, manufac- 
turing, and trade. The reason for this is simple. The rich will not 
allow any part of their capital to lie idle, and the demand for labor 
is therefore proportionate to the extent of capital. Industry knows 
no other limit. True, the capitalist who employs a new machine is 
the immediate gainer, but the public is the permanent beneficiary 
eventually in a reduced price through increased production and 
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competition. No class benefits more from the abridging of labor 
than the working class, for as the mass of consumers they are the 
most interested in lower prices of goods.° 

What was always wanted was a “popular treatise” modeled on 
English standards that would on the whole glorify the existing scheme 
of things. This was equally true of what was considered the intimately 
related field of “statistics.” The demand was for a convenient volume 
that would present a “digest” of the miscellaneous statistical informa- 
tion scattered throughout government reports and journals and 
show the growth of the country, and with such additional informa- 
tion as would reveal the curse of poor laws, intemperance, and the 
like. The two outstanding statistical works, those of Pitkin and 
Seybert, bore all the evidence of men engaged for the most part in 
the political life of the nation. The statistics were primarily from 
government reports. The littérateur, Robert Walsh, summed up con- 
temporary opinion by saying that Pitkin’s volume was too deep and 
technical, and Seybert’s “too ponderous and particular”; and he pro- 
posed to undertake a statistical volume covering the public economy 
of the country that would show how great the United States had 
become.’ 


THE REVEREND JOHN MC VICKAR: FEDERALIST RICARDIAN 


The beginnings of a genuine native literature following the great 
tradition of Smith and Ricardo came through the search for a pop- 
ular treatise. James Wadsworth, a former associate of Robert Morris 
and a great landowner in the Genesee Valley, New York, had such 
an ardent interest in popular education that he subsidized the pub- 
lication of proper textbooks. Among the people he interested in the 
venture was the Reverend John McVickar,*® who was connected with 
the leading families in commerce and finance in New York City. 
Besides his varied teaching duties at Columbia, which often led him 
to sign himself “Professor of Moral Philosophy, etc.,” McVickar 
preached on the outside and engaged in that most common of 
businesses, land speculation. 

McVickar was a high Federalist, a worshiper of Hamilton in poli- 
tics—but not, of course, on the tariff. To McVickar, as to all the 
academicians, economics was merely a part of the course on moral 
philosophy. As a true follower of the Common Sense philosophy, he 
held that the object of this course was “to settle in the mind of the 
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student great principles of truth and to train the mind to their quick 
perception and their satisfactory defence.” But in the early twenties a 
considerable number of even respectable people in New York did not 
see eye to eye with McVickar and Wadsworth, not only on the tariff, 
but also on usury laws, banking, and canal construction. 

To inculcate sound truths, McVickar issued in 1825 his Outlines 
of Political Economy, which he dedicated to Wadsworth. The core 
of the book was a reprint of McCulloch’s lengthy article on the sub- 
ject in the 1823 supplement to the Encyclopedia Britannica. Mc- 
Culloch’s article was quite flattering to American pride and the free- 
trade, or “commercial,” interest. It stated that America, because of her 
lack of internal taxes and great fertile lands, doubles her capital and 
population every twenty-five years and “is advancing in the career 
of wealth and civilization with a rapidity unknown in any other coun- 
try.” 

To the article McVickar added a lengthy introduction, a summary 
of the “science,” and a mass of “critical” and explanatory notes. These 
interpretations and modifications gave the work a distinctly Ameri- 
can flavor, attuned especially to the circumstances of New York’s 
leading interests in finance and commerce. Anything in the McCul- 
loch text that was too subtle or was what he called in conflict with 
common experience, was disposed of in a note in favor of “common 
sense.” 

Political economy, he declared, is the preacher of righteousness 
and an eminently practical science. True, public not private wealth 
is the object of inquiry, but the principles of public wealth are those 
of private wealth, for the public wealth is the sum of individual 
wealth. Furthermore, a knowledge of the principles will make men 
not only sounder legislators, but also better merchants and business- 
men. 

He accepted the teachings of Ricardo as superior to those of Adam 
Smith. The main truths of the Ricardian system, he said, are that all 
paid labor is productive; that rent forms no part of price—“that of 
the raw material being governed by the labour of production on land 
which pays no rent”, that exchangeable value is regulated solely by 
the quantity of labor worked up in the commodity; and that the fall 
in profits with the progress of society arises from the increased diffi- 
culty of production on the land—in other words, from the neces- 
sity of resorting to inferior soils as population presses on the means 
of subsistence. 
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Ricardo’s doctrine of cost of production and Adam Smith’s doc- 
trine of supply and demand to explain price are both right to a cer- 
tain extent. But as a practical rule, Smith’s principle of supply and 
demand is more valuable. Ricardo’s principle is true but is modified 
by so many powerful causes as to make it impractical in many 
cases. Thus the natural price of labor is the lowest rate of supporting 
a laborer and his children, but the market price in new and fertile 
countries is always much greater and must so continue under a “ib- 
eral” policy that is free trade. Increased population brings sufficient 
competition for employment to reduce it to a natural price. 

However, the doctrine of the cost of production best explains fail- 
ures in business. Since the natural price of the commodity is regu- 
lated by the cost at which the industrious and skillful can produce it, 
comparative indolence and ignorance will be undersold in competi- 
tion. The failures erroneously complain of fortune or favor rather 
than themselves. They are parsimonious without being economical, 
extravagant of time, order, and practicality; and thus fortune and 
favor, the servants of merit, desert them, their business declines, 
friends fall away, debts increase, and ruin ensues. No invidious dis- 
tinction should be drawn between employments. Every man who is 
neither a thief nor a beggar is productive. If he maintains himself, he 
must produce the direct means of subsistence or something of equal 
value. 

Capital, said McVickar, includes immaterial wealth, such as ac- 
quired skill and learning, as well as material wealth. This view places 
education on a level with moneyed capital, elevates the artist, the 
scholar, and the scientist in the scale of society. In fact, the material 
form of capital is unimportant, for the real capital is spiritual, exist- 
ing in value and use in its relation to the wants of man and the needs 
of society. Thus a man’s capital may be doubled or cut in half with- 
out altering its material form in the slightest. This is illustrated in 
every rise and fall of property—e.g., city real estate may double in 
value by increase of inhabitants; or, on the other hand, houses with- 
out a chance of tenants or ships without freight may fall drastically 
in value. 

Prophetic of future radical conclusions that might be drawn from 
Ricardo was McVickar’s objection to Ricardo’s supposed “reduc- 
tion” of capital to labor. He objected to Ricardo’s “metaphysical” 
doctrine that labor is the source of wealth, as he understood Ricardo 
to say. “This position is rather morally than scientifically true.” True, 
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all economists agree that capital is nothing more than the accumulated 
produce of previous labor, but this does not mean that the returns 
to capital are in the same category as the wages of labor. Certainly “no 
system will long stand, however analytically true, which thus op- 
poses the common sense and daily experiences of men.” 

By a proper handling of the Ricardian doctrine of rent, he made 
great landowners appear in the capacity of possessors of no rent 
lands. Distance of the land from a market and the previous labor of 
clearing render a landowner poor in the midst of the materials of 
wealth and will make the return of land no more than a fair equiva- 
lent for the labor necessary to cultivation. Thus has arisen the anom- 
alous class of indigent rich men here—capitalists with funds locked 
up in lands which the need of society has not yet brought into cul- 
tivation. They in effect starve in the midst of bounteous materials. 

A somewhat similar modification enabled him to justify state canal 
construction. The gain to society from canals is the labor saved, he 
said. None is injured except temporarily. The farmers on Long Is- 
land and along the Hudson opposed the recently completed Erie 
Canal for fear that the cheap transportation would reduce the price 
of their produce by throwing open new sources of supply. But they 
had not foreseen the superior profits of the new application of land 
demanded by the extended wealth and population of the city. The 
Long Island farms have turned into highly profitable gardens. 

McVickar forgot state construction of canals as he enthusiastically 
praised free trade as the ideal system. It is the “liberal system” as 
against the restrictive system of tariffs, bounties, monopolies, and 
prohibitions. It holds that the national interest is best consulted by 
letting individuals be unrestrained in the pursuit of profit, since 
the national wealth is only the sum of individual wealth. The other 
system looks to agriculture and internal trade as most entitled to 
government aid. 

On the other hand, he felt that farmers should be content with their 
low profits because the gain is more certain, the life more charming, 
in comparison to the tumult, toil, and wealth of the city. This shows 
that political economy is a moral science resting not merely on 
physical wants, but also on the desires and passions of men. 

The root of the evil of manufactures is the neglect of the educa- 
tion of the young who compose the working force. Wherever a wise 
parental affection is not sufficient, the check lies in the power of the 
law or the influence of voluntary associations to regulate the age and 
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working hours of the children and make provisions for their sufficient 
education. Thus manufactures carried on under parental guidance 
are the best. ° 

In view of the necessary safeguards, however, we should not hurry 
the development of the country from an agricultural to a manufac- 
turing nation. Manufactures will come swith the increase of popula- 
tion and capital, and let it be our boast that “we had the wisdom to 
attain the good and avoid the evil.” Certainly the health, freedom, 
varied toil, and patriotic attachment of the husbandmen cannot be 
exchanged without some loss of happiness and virtue. But so long as 
manufactures do not demand a protective tariff they are good. These 
evils are incidental, and manufacturers enlightened as to their real 
interest can eliminate them, as Robert Owen has done at New Lanark. 

The national gain from labor-saving machinery lies in the balance 
between the interest of the capital invested in the machine, including 
repairs, and the wages saved. In Europe, laborers have violently op- 
posed the snteedaiesion of labor-saving machinery. True, the imme- 
diate effect for labor in Europe is temporary unemployment, but 
ultimately the reduction of price of the commodity expands the de- 
mand of the commodity so as to absorb the unemployed. 

The Malthusian doctrine proves the viciousness of the poor laws. 
These laws ruin character. They expropriate a share of the wages of 
the industrious laborers, for they subtract from capital, which de- 
termines the amount of wages. Since the cause of poverty is ignorance 
and vice, the best poor laws are provisions for charity schools, com- 
mon schools, education societies, houses of refuge, well-regulated 
penitentiaries, and a restraint on intemperance. The latter, in the 
form of licensing the retailing of spirits, differs from the other and 
unwise restrictions on free acquisition because it is part of the guard- 
ianship which belongs to the laws over “the poor, the ignorant and 
the vicious.” 

But, characteristic of the difficulty of reconciling Ricardian eco- 
nomics with the market phenomena was the somewhat confused 
manner in which McVickar handled gluts and general overpro- 
duction. What he called sophisms, as a “theorist” of the free-trade 
tradition, he accepted as he attempted to dispose of them. The most 
dangerous sophism of political economy, he held, was one attributed 
to Malthus—namely, that public expenditure is the cause of individual 
accumulation. This has considerable popular support in the United 
States, he added, because of the spur given to industry and capital 
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during the late war by the lavish expenditure of government loans. 
The error is easy to trace. When a government enters the market 
after making a loan, like other consumers it supports the nation’s 
productive industry to the amount of its disbursements. A million 
expended by government has the same effect as a million expended 
by a foreign consumer, but the foreign consumer’s expenditure is 
so much wealth added to the nation’s capital. 

Sismondi and Malthus also argue that a country with great facilities 
of production may produce so much that considerable unproductive - 
consumption is necessary to stimulate industry and prevent the 
overtrading of the market. But, said McVickar, whatever is the princi- 
ple’s applicability to a country like England, so long as the United 
States has forests to subdue and canals to open, no injurious surplus 
of capital, labor, or commodities can occur. The gradual improve- 
ment of the country will absorb for centuries a potential redundancy, 
and the increase of population at the same rate will constantly afford 
a wider market and more varied consumption. In other words, the 
rapidly increasing population gives life to the productive industry 
of the country and averts for a long time the evil of a permanently 
overloaded market. A temporary general overproduction or glut 
can arise, but only from the dislocations of war. The remedy for 
the distress is not in legislative provision or unproductive consump- 
tion, but in individual industry and economy. 

Most pressing at the time were controversies over the usury laws 
and control of banks. With the banks falling afoul of the usury laws, 
he opposed the laws as unwise government interference with private 
concerns, as Noah Webster had done. The rate of interest is regu- 
lated, as are all market prices, by supply and demand, with demand 
based on the profit of the business or speculation to which the capital 
is applied and the supply based on the amount of disposable capital 
thrown into the market. Consequently the usury laws are worse than 
futile. They check investment and force needy borrowers to resort 
to unscrupulous lenders who charge more than the natural rate to 
cover the added risk of violating the law. Finally, they are discrim- 
inatory, since all other prices are left free, even profits in any other 
form. To emphasize the matter, he reprinted another of McCulloch’s 
articles, “Interest Made Equity,” the following year and in the in- 
troduction called on New York to take the lead in abolishing usury 
laws. 

As for the banks, in his Outlines McVickar had found the existing 
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system of chartered banks admirable. “When a number of banks exist 
together, as in this city and country, the public are saved the necessity 
Sf guarding against overissue ehh any individual bank by the mutual 
jealousy of rival institutions.” But after the glaring exposé of bank 
practices shortly after, and the demand for an effective system of 
control, McVickar in a public letter, Hints on Banking, addressed 
to a friend in the legislature, proposed “free trade” in banking as a 
remedy. He contended that the chartered banks constitute repre- 
hensible monopolies, that the charters were often obtained by cor- 
ruption, that many of the banks are merely stock-jobbing or get- 
rich-quick schemes to the ruin of “innocent people,” especially the 
“honest mechanics” forced to take their small notes. 

The source of the evil is again legislative interference with the 
natural order by restricting banking to those having secured legis- 
lative sanction. But his remedy of “free banking” did not mean that 
any individual or group of individuals could issue bank notes, but 
that banking “may be freely entered into by individuals or associa- 
tions” under the provisions of a general statute of incorporation with 
its privileges. Those provisions were supposed to guarantee that the 
bank notes could always be paid. Acting on a suggestion of Ricardo 
with regard to the “country” banks, wie Wickar proposed that the 
bank notes under the “free banking” system be covered for 90 per 
cent by depositing government securities with state authorities. 

As a further check he added a suggestion from Adam Smith that 
bank notes under five dollars be prohibited. His “free banking” sys- 
tem, he felt, would prevent the ever-increasing demand for more 
note-issuing banks, provide a stable medium, and prevent the evils 
of the “country” banks that live on bank notes rather than deposits. 
The New York state legislature adopted, instead, Republican Gov- 
ernor Martin Van Buren’s proposal that banks contribute a percentage 
of their capital to a “safety fund” for reimbursing holders of the notes 
of broken banks. But then charters were considered so sacred that 
the new act could apply to old banks only when their charters ex- 
pired. McVickar’s proposal, however, proved fertile, so fertile that 
it turned up as “radical” doctrine in the next decade. 


SAMUEL YOUNG: REPUBLICAN RICARDIAN 


One of the great Van Buren leaders was another Ricardian, Colonel 
Samuel Young (1779-1850) of Ballston Spa, Saratoga County, New 
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York.® He was a distinguished lawyer, politician, and capitalist. 
Though he had only a common-school education obtained while 
working on a farm, he became quite adept in the use of the great 
authorities of classical economics. 

He first rose to prominence during the War of 1812. He became 
speaker of the assembly, and his ardent support of the war, through 
espousing such measures as chartering joint stock companies for pri- 
vateering, won him a place on Governor Tompkins’s staff with the 
title of colonel. Union College honored his intellectual talents by 
according him an honorary LL.D. 

After the war Young was outstanding as a state leader of the Re- 
publican Party. It was Young who led the successful fight in the 
New York Constitutional Convention in 1821 for abolishing the 
freehold franchise for voting that was dear to the Federalists, led by 
Kent. But it was also Young who successfully insisted that the 
franchise must not be given to paupers. After using the familiar gen- 
eral slogans for extending the franchise, he led his party in changing 
sides and arguments on the question whether blacks should be treated 
the same as whites; he successfully put through a measure that raised 
the original property qualifications for blacks, though critics pointed 
out that he had ardently supported the act for forming black regi- 
ments during the war. 

There was a similar ambiguity in his tactics in 1824. He was the 
candidate for governor of the Van Buren forces, which were sup- 
porting the “strict constructionist” Crawford for the presidency and 
bitterly opposing the direct election of presidential electors, but he 
himself claimed that he was a supporter of Clay and direct election 
of electors. And he suffered the mortification of overwhelming de- 
feat by the aristocratic De Witt Clinton, who ran as the “people’s” 
candidate and a supporter of Jackson.”° 

In part his defeat arose from his change on the question of state 
aid for internal improvements. In 1817 Young had supported the 
construction of the Erie Canal, which passed through his county, 
with an anonymous A Treatise on Internal Navigation. He was made 
a member of the board supervising its construction. But with agita- 
tion for more canals and with Van Buren Republican leaders op- 

osed, he now began to see state construction of canals as a viola- 
tion of the fundamental axiom that government must not interfere 
with private enterprise. 

Young was in such repute that in 1826 he delivered before the New 
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York Alpha of Phi Beta Kappa, at Union College, a discourse on the 
need of diffusing the science of political economy. With McVickar’s 
recent Outlines to guide him, and with due acknowledgment to Mc- 
Vickar’s abilities, he called for diffusing the “liberal” system of laissez 
faire. Such knowledge “will repress the querulous propensity of man” 
and make the poor contented with their lot. The poor are inclined 
to envy the rich, but if all were as destitute of wealth as the poor, 
they would be without employment and thus without bread, for 
capital employs and pays the laborer and keeps industry in motion. 

In Europe, because of the density of population and the constant 
tendency of population to press upon the means of subsistence, the 
masses are doomed to starvation, ignorance, and degradation. But in 
the United States, even if no further improvements in the arts of life 
occur, an increasing population will find adequate means of support 
for a considerable period because of the vast public domain. 

He was much more emphatic than McVickar on the vicious nature 
of usury and poor laws. The poor laws spring from a despotic past. 
In fact, the poor would get better treatment if their support were 
left exclusively to the liberality of individuals, because their suffer- 
ings address themselves to the best sympathies of the human heart. 

Of course, he now castigated those who favored state aid for in- 
ternal improvements. The enormous amounts already thrown away 
by the state in grants, donations, and revenue, he said, threatens the 
state with heavy debts and taxes, and thus the destruction of its happy 
republican government. The fundamental principle is that works of 
labor and the accumulation of wealth appertain to individuals, not to 
government; for government must always operate them as a losing 
business. Since government is the agent of the community and since 
construction would require superintendence by agents, government 
public-works programs mean that they will be superintended by an 
agent of an agent. But political economy truly teaches that the great 
mass of individuals are chiefly intent on serving their own pecuniary 
interest, and the word of God pronounces that “no man can serve 
two masters.” 

This called especially for state refusal to acquiesce in the demand 
for a great state road from Lake Erie to the Hudson River through 
the counties bordering on Pennsylvania—the path later taken by the 
Erie Railroad. 

Young asserted that the so-called “sequestered” position of these 
counties was an illusion. According to the Ricardian doctrine of rent, 
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the price of land is determined by differences not only in productive- 
ness, but also in location. Since New York’s agricultural market is a 
foreign one, land on the Hudson bears a higher price than interior 
land, even though it is not necessarily more productive. Thus the 
settlers in the sequestered area of the proposed road have paid a pro- 
portionately lower price for their lands. But, as population increases 
and little food is exported, lands of the same quality will bear every- 
where the same price, and thus the land of the sequestered area will 
rise to the value of the Hudson lands, in accordance with Ricardo’s 
“profound and ingenious” theory of rent. 

The success of the Erie and Champlain Canals unfortunately cre- 
ates the delusion that other public works would be profitable for the 
state. These are profitable because they pass through isthmuses that 
separate immense inland seas from the Atlantic Ocean. Conse- 
quently, no matter how wastefully they might be constructed, the 
state could not lose. Why, then, did not private enterprise undertake 
them? The science of canal construction, replied Young, was not 
then understood, and the projects were too long and expensive for 
private enterprise. These reasons do not apply to the new projects. 
Sufficient capital, skill, and enterprise are available for internal im- 
provement, and the love of gain will induce individuals to undertake 
such works if they offer a reasonable pecuniary reward. 

But worst of all is the prospect that the state expenditures will 
speed the country to that gloomy destiny set forth by Ricardo, With 
the increase of population there must come inevitably recourse to in- 
ferior soils and increasing misery to the poor. If the proponents of 
internal improvements “could see the squalid misery and privation” 
of their descendants, they would not add the grievance of taxation to 
the unavoidable calamities which a dense population is destined to 
meet. 

In fact, it is more important to avoid public burdens under our 
republican government than it is under despotic European govern- 
ments. There religion is supported by the strong arm of the law; here 
religion rests for pecuniary aid on voluntary contributions. If heavy 
taxes are imposed, the people will not or cannot support religion. 
Vice, poverty, and ignorance with all their evils will deluge the 
land. The blessing of universal suffrage will be a calamity to our 
then ignorant, degraded, oppressed population. The fate of repub- 
lican political institutions committed to the fury of an ignorant and 
starving mob can be readily anticipated." 
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Just as Young and McVickar reached different conclusions on 
canals and roads, so they differed on the tariff. 

In the address and also in his earlier treatise on canals, Young ex- 
plained, in accordance with the familiar infant-industry argument, 
that in a new country like America, lacking skill and capital, govern- 
ment should encourage and sustain factories by temporary aid. The 
little capital accumulated in the United States is confined to the 
commercial cities and will not be attracted to superior enterprises 
unless a superior profit is offered. Thus government encouragement 
applies especially to cottons, woolens, and ironware, for with the 
raw materials a domestic product should eventually be produced at 
a lower cost than the imports. The high wages prevailing at present 
should be no bar because the great inventions dispense with one- -half 
the human labor required. 

This interesting “exception” to the universal truth of laissez faire 
on Young’s part was partially explained by the great interest of the 
Van Buren leaders in preventing the opposition from getting the 
votes of the advocates of a high tariff for woolens. 

In 1827 Young appeared as one of the delegates to the State Con- 
vention at Albany preparatory to the Harrisburg Tariff Convention, 
to request Congress to “protect home manufactures and encourage 
wool growing.” Young spoke in favor of the resolutions adopted: 
That the main source of this country’s prosperity has been congres- 
sional laws to protect the great economic interests of this nation from 
the exclusive monopolies and bounties of other nations. Since the sta- 
ple agricultural products of the South are admitted into Europe with- 
out competition in their production, and “since both competition and) 
prohibitory laws” operate to exclude from a European market the 
goods of the other sections of the Union, it is “unkind in our southern 
brethren to oppose the passage of laws . . . calculated to create a 
home market for our agricultural productions and to promote our 
national wealth and prosperity.” 

Young was appointed one of the delegates to the Harrisburg Con- 
vention,** but by the time the convention met Van Buren was defi- 
nitely behind Jackson and feared with good reason that the Harris- 
burg Convention would be used to support the aspirations of Clay 
So Young was not present at the convention. Doubtless for the mo- 
ment he could feel that he had vindicated the universality of laissez 
faire. Time would bring other shifts. 


THE SOUTHERN TRADITION OF LAISSEZ FAIRE 527 


CHAPTER XXII 


The Southern Tradition of Laissez Faire 


THOMAS COOPER: FOLLOWER OF JEFFERSON 


OST dramatic of the Ricardians was Thomas Cooper, M.D.* 

His generation thought he knew everything. Jefferson con- 

sidered him “the greatest man in America in the powers of 

the mind and in acquired information.” ? In temperament Cooper be- 

longed among the adventurous souls of the time—Paine, Barlow, and 

especially his good friend Bollmann. Like them, he was a product of 

the great revolutionary period; and, though he ended as an acade- 

mician, his movements never ceased to have the character of easy 

adjustment to the “sudden” changes of scene that the revolution had 
engendered in its survivors. 

Cooper came from upper middle-class stock. He grew up in the 
great commercial and industrial city of Manchester, England. His 
family was sufficiently successful in manufacture to send him to Ox- 
ford to study law. But while obeying his father’s wish that he become 
a lawyer, he also became interested in medical subjects and a host of 
intellectual activities in London which pointed to politics. In 1781 
he met Priestley, who became his lifelong friend and mentor. 

Moving in Priestley’s circle of vigorous, respectable reformers, 

e Cooper for six years set forth heterodox views on metaphysics, the- 
ology, physiology, and politics. On his return to Manchester in 1785 
he became a partner in a calico printing concern, but in the light of 
his intense interest in politics and things intellectual, it was not sur- 
prising that the concern eventually failed. 

An ever-pressing need of a livelihood is not something which can 
be kept from affecting one’s intellectual views. And in Cooper’s case, 
as in that of Thomas Paine and myriad reformers of the period, it 
often accounted for some striking shifts of position in the course of 
time. 

Cooper’s views were unchanging in two respects. One was his 
“materialistic” philosophy. This was essentially like Hume’s associa- 
tion type, and in form like David Hartley’s “physiological” philoso- 
phy. It differed from the Common Sense variant in its eschewal of su- 
pernatural truths and sanctions. Utility, not supernatural commands, 
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was the great ethical canon, and this functioned through self-interest 
as the sole criterion of human action. Men behaved altruistically be- 
cause, through the association of ideas, the pain of others brought 
pain to them. The canon was, of course, identical with Adam Smith’s 
cause of “sympathy.” Cooper claimed that “we can only reason from 
what we know”; ? that the truths deduced flow strictly fromsthe facts 
of observed experience or history as the sole source of knowledge. 

Cooper’s “facts” changed with the requirements of his shifting 
positions, but his formal canons led him on the one hand to insist on 
the freedom of opinion and the need of statistical inquiry, and on the 
other hand to assert dogmatically as universal truth whatever posi- 
tion he held at the moment. 

Cooper’s other enduring view was his admiration of the life of 
great cities. Fate might place him for a considerable period in what 
were essentially country villages, but his gaze was ever toward the 
great cities with which he was familiar in the Old World, or their 
lesser prototypes in the New World. As the centers of great industry, 
finance, and culture, especially for men of “science,” they seemed 
to him the centers of civilization. 

In his native Manchester, Cooper became very active in various 
reformist movements. In 1787, in his Letters on the Slave Trade, he 
denounced as inhuman and un-Christian England’s participation in 
the slave trade and the existence of slavery in the British West Indies. 

He was already deeply interested in a problem of great concern to 
the new industrial cities of England and the central problem of re- 
spectable reformers—namely, their lack of equitable representatione 
in the House of Commons because of the existence of rotten bor- 
oughs. This, of course, led Cooper to speculations on the nature of 
government and the suffrage. On the outbreak of the French Revo- 
lution he was soon among that body of respectable Englishmen who 
hailed the event as the harbinger of the much-desired constitutional 
reformation of England. 

Like Paine and Barlow, he was made a citizen of France. On being 
denounced by Burke as a traitor and conspirator, with due acknowl- 
edgment to Paine’s Rights of Man and Barlow’s Advice to the 
Privileged Orders, he retorted in 1792 with the familiar praise of the 
United States as the ideal republican land, denunciation of the 
“privileged orders,” and demands for what seemed to be manhood 
suffrage and public instruction for the poor.* At the same time, he 
became involved with Barlow and Paine in their schemes for seizing 
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the Spanish possessions in North America. In fact, he brought Imlay 
to Brissot’s attention.® 

After the scheme collapsed with the fall of Brissot, Cooper with 
two sons of his intellectual mentor, Priestley, came to the United 
States to investigate the possibilities in land settlement. They or- 
ganized a company to promote settlement for Englishmen on some 
Pennsylvania lands, and Cooper returned to England to push the 
project. In 1794 he prepared a volume on his “observations,” called 
Some Information Respecting America. Consisting mostly of ex- 
tracts from the promotional literature of Franklin, Tench Coxe, and 
similar sources, it presented the usual glowing account of the United 
States as the land of equality and opportunity for poor and rich. 
William Cobbett in his spleen later said, “Hundreds of poor deluded 
: Englishmen curse the hour in-which the author was born.” ¢ Though 
the settlement scheme was unsuccessful, Cooper and Priestley decided 
to try their fortunes in the new land. 

In the great political controversy over the demand of the Federal- 
ist Party in 1798 for outright war with France to protect American 
commerce, Cooper sided with Jefferson and lectured his opponents 
on “political arithmetic.” Those who preach J/aissez faire and the 
superiority of agriculture and home trade over foreign commerce, he 
said, are ignorant of Adam Smith and the Physiocrats. 

This does not mean that foreign commerce should be restrained, 
but rather that a state should not give military protection to com- 
merce because the pecuniary cost of wars and navies is greater than 
the profits to the American merchants; and thus a national loss. If 
merchants choose to invest in the risky speculative business of for- 
eign commerce, let them take the risk as other adventurers do. It was 
natural for Cooper to embellish the account with praise of farmers 
as the source of all wealth and virtue and denunciation of merchants as 
monarchists and internationalists. The whole scheme of naval pro- 
tection, he said, is nothing but a heavy tax on mechanics and farmers 
for the benefit of British agents in the commercial towns. 

More significant was his presentation, in the course of his castiga- 
tions, of the first estimate of national wealth and income, even though 
based on the highly speculative method of “political arithmetic.” His 
ardent wish was that “the scattered facts of political economy and 
statistics, young as these sciences are, be collected and compared, 
that we might get at the important inferences they afford.” * 

Cooper ran afoul of the recently enacted Sedition Act for his casti- 
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gation of President Adams and his Administration. Found guilty in 
1800, Cooper was given a six-months’ jail sentence and fined four 
hundred dollars. No sooner was he free than he began to attack the 
Federalist Pennsylvania Senate which threatened to prevent Penn- 
sylvania’s electoral vote from being cast for Jefferson. The state sen- 
ate, like the national senate, he said, originated from the unfortu- 
nate tendency to emulate the complex and anti-republican forms of 
the corrupt aristocratical British system. The four-year term and elec- 
tion of only one-fourth of the members each year make it unrespon- 
sive to changes in public opinion. To accomplish the necessary 
changes in the judiciary as well as the senate, a state constitutional 
convention should be called immediately. 

After the Republicans won the state as well as the national elec- 
tion, Cooper received a state judgeship and other rewards. He, like 
Priestley, began to view existing arrangements as ideal. However, a 
party, “The Friends of the People,” arose to demand the changes: 
Cooper had advocated. Cooper charged them with acting not on the 
basis of experience, but on abstractions, as the French Revolutionists 
did. They oppose gradual reform, and would introduce “a too strong 
habit of insubordination.” The science of government, like that of 
chemistry, is a science of experiment, and a political philosopher 
should deduce the principles “from a close observation of, and a fair 
deduction from, past facts.” Revision of the constitution every 
twenty-five years would give the benefit of sufficient experience, but 
the present period of revolutionary excitement is no time for calling 
a constitutional convention. 

Charged with depravity for surrendering his liberal opinions, 
Cooper insisted that he still adhered to his general principles of gov- 
ernment emanating from the people, and of opposition to bishops, 
kings, and nobles; but his views on details had changed. Observation, 
reflection, and reading had made him wiser, he declared.® 

In 1811 Cooper’s fortunes took a turn for the worse. Petitions had 
poured into the legislature complaining of his despotic court be- 
havior, his financial interest in certain cases, and his Federalist sym- 
pathies and associations. Despite pleas from state senator Nicholas 
Biddle, the governor, upon the joint address of both bodies, removed’ 
him from office. Cooper now found, he informed the public in his 
Narrative of the Proceedings, that democratic government has such 
grievous faults that it might collapse. The Republican Party in Penn- 
sylvania, he wrote, despises an “aristocracy of talents.” The seat of 
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the trouble is universal suffrage, for in a republic this means that the 
ignorance of the community is almost exclusively represented in the 
legislature, and “wisdom and wealth” are distrusted. 

His good conservative friends of both parties got him the professor- 
ship of chemistry at Dickinson College in Carlisle, Pennsylvania. A 
keen friend declared a little later: “Cooper has undergone as many 
metamorphoses as Proteus. ... In the course of the last twenty 
years, he has been farmer, lawyer, patriot, belles-lettres cognoscenti, 
and professor of chemistry . . . doctor in medicine and professor 
of law. As farmer he spent all his money; as lawyer he made some; as 
patriot the Federalists imprisoned him; as judge the Democrats be- 
came enraged at him.” Then the Federalists made him professor of 
chemistry.® 

Though Cooper associated with Federalists, he considered him- 
self a follower of the sage of Monticello, and Jefferson lavished such 
praise on him as only Jefferson could when he wanted to attract and 
hold a person who could be useful. As before, Cooper supported 
Jefferson on the issues on which Jefferson took a decided stand. 
Cooper at first did not approve of Jefferson’s reprisal measures 
against British interference with American commerce. England, he 
said, would not forget America’s ungenerous conduct when her very 
existence was at stake. But his great admirer, the President, con- 
vinced Cooper that, since commerce is permitted under the Con- 
stitution, the government must protect it like any other legitimate 
enterprise, and if the United States did not protect her commercial 
rights, she would become the plunder of all nations.’? Cooper saw 
the light and even outdid Jefferson. He reversed his denunciations of 
merchants as causing wars to a justification of the embargo and sub- 
sequent measures of like character. 

Once more Cooper brought out all the familiar arguments for pro- 
tection to home manufactures. It was Cooper who suggested to Jeffer- 
son that if protection were given to manufactures, the industrial 
interest of New England would break away from the secessionist- 
minded commercial interest and support the Administration and the 
Union. The protection should be permanent, for it would be unfair 
to entice the citizens to embark on the hazardous speculation of new 
manufactures and then on a sudden peace in Europe leave them to 
the malignity of British competition. 

When war broke out, he intensified his activities on behalf of 
manufacturers. Having taken over the journal Emporium of Arts and 
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Sciences, he turned it into an organ of the cause. He announced in 
the prospectus that Pennsylvania in particular, if adequate protec- 
tion were given, could become a powerful manufacturing state. She 
has in coal and iron ore the two commodities that have made Great 
Britain pre-eminent in manufactures and commerce. The social re- 
sults of protection would be even more valuable. Manufactures render 
the population compact, which is desirable, since a scattered popula- 
tion weakens defense, retards the communications of society and 
knowledge, tempts citizens to live in a half-savage state, and renders 
imperfect and expensive the maintenance of law and order and neces- 
sary subordination. Manufactures would help agriculture not only 
by providing a home market, but by the general improvement in 
machinery and the great energy which is highest in manufacturing 
countries. Finally, manufactures promote highly useful scientific sche 
jects such as mathematics and physical science, for they are common 
to manufactures.” 

It may be said, he wrote Jefferson, that if manufacture is intro- 
duced, “you introduce capitalists who live by the life blood of the 
starving poor w hom they employ,” and that the mass are “system- 
atically kept i in abject poverty and to all real purposes and interests 
enslaved.” But the great increase in national power and wealth might 
overbalance the chia For instance, how can armies be obtained for 
defending the country, when by a kind of idle labor a man in four 
or five days a week can earn enough for subsistence and in addition 
enough w hisky for intoxication? 18 

Cooper was very unhappy at the college. He felt he was not being 
given the opportunity to play the role of statesman and lawgiver. 
Instead he was buried in a country college at a meager stipend of 
$800 a year, forced to do hack writing and to put up with what he 
felt to be intolerant contending sects ‘of clerics who controlled the 
board of trustees and the faculty. The source of the deficiency was 
the democratic character of America, for learning accompanied 
wealth. The more dissatisfied he became with his personal state of 
ees the more gloomy he became about democracy. He denounced 

“too theoretical and too democratic” Destutt de Tracy’ s A Com- 
one and Review of Montesquieu, which Jefferson approved and 
translated.'* 

After the peace his gloom increased. He was more convinced than 
ever that experience revealed that universal suffrage and popular rule 
were the source of all evil. He summed up the whole matter with 
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brutal frankness in the proposition that the propertied constitute the 
nation; the propertyless have no permanent stake or interest in the 
country; they are mere sojourners. In fact, the executive should be 
made stronger, election less frequent and often less rotary. As he 
looked into history he found verification. The republican or demo- 
cratic character of the ancient Greek republics was the cause of their 
turbulence and convulsions, he said. 

He was so lavish in his praise of Adams’s A Defence of the Con- 
stitutions of Government of the United States of America that mutual 
friends thought Adams ought to forget “Tom” Cooper and help 
“Thomas Cooper.” +5 

He found that the whole program of Hamilton, whom he had 
sharply attacked in the good old days before Jefferson became Presi- 
dent, had been eminently beneficial. The first Bank of the United 
States, he declared in 1815, should unquestionably have been re- 
chartered. True, the bank may have been unconstitutional, but it was 
expedient. Worse still, to question a measure acted upon as con- 
stitutional and acquiesced in for twenty years would shake the founda- 
tions of property itself.*° But the new bank should not be a specie 
bank; on the contrary, in the 1816 controversy he supported his friend 
Bollmann’s proposals for a national bank issuing inconvertible notes 
and subject to no direct government control lest it become merely an 
engine for government to issue unlimited amounts of paper.*? Even 
Bollmann’s platinum token coins had his support.*® 

With Bollmann around, Cooper naturally got involved in that en- 
terprising individual’s other business ventures, especially one that 
concerned a promoting company to light Philadelphia street lamps 
by coal. Cooper, as might be expected, began by showing the great 
importance of coal in modern civilization. Coal is the main source of 
national strength and prosperity in “the modern system of political 
economy where wealth is derived from commerce founded in great 
part on “manufactures.” #* But people are as yet ignorant of its uses, 
and anything that tends to bring coal into public estimation will be a 
public benefit. Cooper called on Philadelphia, in his Some Inf orma- 
tion Concerning Gas Lights, to take the lead in the country in light- 
ing its street lamps by coal instead of by whale oil, which he claimed 
was becoming scarcer and dearer. Of course, it should be done by a 
private company. He informed the public that he was ready with 
the proper plan of machinery and company organization gleaned 
from books and from information obtained “from intelligent men” 
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who attended to the process, especially in London. Among them 
especially, he said, was Bollmann. 

Meantime, in 1815, Cooper finally resigned his college post and 
left for Philadelphia. The city was doubtless the most desirable place 
in the country to him because it most closely resembled London. But 
he was forced to make his living primarily from literary hack work. 
He hoped to obtain the lucrative professorship of chemistry at the 
University of Pennsylvania. His successful competitor was none other 
than Robert Hare, who had much the same political and economic 
views as Cooper but was formally an anti-Jefferson Federalist. 
Cooper was defeated for the post in 1819 by “family influence” 
alone, according to Jefferson.” 

Jefferson thought so highly of Cooper's talents that since 1814, 
when he began thinking of a state university, he had been soliciting 
Cooper for his ideas of a proper institution. Cooper replied that the 
university itself should be controlled by men of the world and should 
turn out men of the world. In the senior year there should be lectures, 
among other things, on the theory of general politics and govern- 
ment, with students taught first of all from Aristotle’s excellent book; 
and then would come “political economy and statistics.” ** 

Jefferson was still so impressed with Cooper in 1819, when the 
university was formally established, that Cooper was intended to be 
the first appointment. But before final arrangements were completed, 
protests were made to the Virginia authorities against the selection. 
Cooper was, of course, known as a stormy churacter: there were 
some complaints that he was heterodox in his religious views and 
had gone out of his way in particular to attack the Presbyterian 
clergy. But the most serious charge, and a charge that Jefferson tried 
valiantly to explain away, was that Cooper drank excessively. 
Cooper, aroused not only by the opposition but also by the delay in 
opening the university, accepted instead the following year a post 
at the state-supported South Carolina College and shortly became its 
president. 

Cooper came to South Carolina at a time befitting his fighting tem- 
perament. This cotton state was taking the lead in the battle against 
the tariff on the grounds that it violated sound economic doctrine and 
states’ rights. Cooper; with his enormous learning and his ringing 
rhetoric, was just the man to teach the rising generation of South 
Carolina statesmen the evils of consolidated government, the en- 
croachment of the federal power. Though he was sixty-one, he felt 
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that he might yet play the role of elder statesman and acted accord- 
ingly in advising politicians, attending conventions, and turning out 
quantities of articles on controversial questions for newspapers and 
periodicals. 

It might be thought that Cooper’s denunciation of slavery in Eng- 
land and his more recent espousal of protection would have proved 
insuperable bars, but Cooper had changed his mind on both these 
questions before coming south. Certainly as early as 1812 he had be- 
gun a decided shift on slavery, though he still believed slavery a moral 
blot. He inserted in his edition of The Institutes of Justinian that he 
had no right to say that slavery makes men unjust and unfeeling of 
the sufferings of a fellow creature, because these dispositions are 
very frequently “counteracted by the natural good qualities of the 
master and by the general manner of civilized society at a period 
when kindness and humanity are fostered and respected by public 
opinion.” 

In South Carolina he was just as enthusiastic a defender as he had 
once been a critic of the institution. The blacks, he argued, are an 
“inferior variety of human species” and not capable of the same im- 
provement as the whites.** Emancipation would simply convert the 
blacks into a class of vagabonds and thieves, for the first object of 
every Negro is not the improvement of his condition, but a life of 
idleness, freedom from all kinds of labor and exertion. Economically 
the southern climate renders black slaves necessary. The greatest 
sufferers from emancipation would be the North, for northern com- 
merce and prosperity are built on slave-produced staples. 

On the question of Missouri, he stood with southern sentiment. He 
declared that the northern opposition came from blind religious and 
philanthropic enthusiasts and from northern land speculators who 
wanted to prevent southern slaveholders from bidding for the pub- 
lic lands in the territory. He prophetically stated in 1828 that con- 
gressional “tampering” with the institution, including its spread to 
new territory, was the one thing that would lead to the dissolution 
of the Union.”* 

While still in Philadelphia he had changed on the tariff along with 
Jefferson and other southern leaders with the beginning of the agi- 
tation in 1819 fora truly prohibitory tariff.?* On arriving in the South, 
he intensified his fiery attacks. He became so excited over the tariff 
that in a famous speech in 1827 he declared that, under Clay’s Ameri- 
can system, “we of the South hold our plantations . . . as the serfs 
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and operatives of the North: subject to the orders, and labouring for 
the benefit of the master-minds of Massachusetts, the Lords of the 
spinning jenny and Peers of the power loom!” ?¢ If the Harrisburg 
Convention had its way, he felt, the value of the Union to South 
Carolina might not be worth the cost, and the question would there- 
fore be abject submission or separation. 

Of course, he found that the tariff legislation was the outcome of 
popular rule, of the detestable principle that the majority should 
govern. This was easily shown. The representatives in Congress, in- 
stead of acting for the national welfare, were forced under “uni- 
versal suffrage” to obey the whims of their constituents. By such 
reasoning he convinced himself that the pressure of manufacturers’ 
conventions for higher tariffs was to be traced to the irresponsible 
mass who were easily directed by the powerful and selfish manufac- 
turers. 

As on past occasions, Cooper found his early defenses of the tariff 
used against him. Carey answered Cooper’s attacks by reprinting 
Cooper’s “irrefragable arguments” from the prospectus to the Em- 
porium of Arts and Sciences, but Cooper simply replied that he had 
supported a “moderate” tariff in the emergency situation of threat- 
ened and actual war. Then, “when have I varied from the orthodox 
principles of Adam Smith?” If the Union cannot be brought back 
to its original meaning, of those few powers specifically delegated 
to the federal government, then the sooner the Union is ended the 
better; “peaceably if we may, forcibly if we must.” ?*7 

The world of affairs remained the center of his efforts, but as a 
college president and professor he had to devote some time to his 
students. Since they were learning to be legislators and statesmen as 
well as efficient managers of estates, he stressed from the start the 
need of giving special attention to “political economy” or, as he put 
it, “political economy and statistics.” Along with “politics,” it was the 
subject especially appropriate to a college president, he now declared. 
The trustees had wanted him to include “metaphysics” among his 
many subjects of instruction. But he replied that, after having spent 
much more time in that field than most people, he found it prac- 
tically worthless and proposed to substitute political economy since 
it was not a “‘science of conjecture but of facts and inexorable con- 
sequences.” *8 

At first he used Marcet’s Conversations; then, when it appeared in 
1825, he used McVickar’s Outlines. The following year he finished his 
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own Lectures on the Elements of Political Economy. He was now a 
follower of the “new school” of Ricardo, though, like Jefferson, he 
had dismissed the American edition of Ricardo in 1819 as “meta- 
physical,” especially its denial of rent as a cost.?° But after the appear- 
ance of McVickar’s Outlines and Ricardo’s growing prestige, he 
found that Ricardo was the second great father of political economy 
because of his doctrine of rent.*° 

Cooper so handled the Ricardian doctrine of rent that no question 
could be entertained of its ethical justification: Rent is the surplus 
above average profits and wages; it is no hardship on the tenant or 
imposition on the public. “Neither of these have a claim on the land 
equal to the claim of the landowner as recognized by the law.” 

Cooper felt strongly that students should have the right notions 
of property. Early in his treatise he said that there was little need of 
an investigation into the production, distribution, and accumulation - 
of wealth if citizens lack perfect security in the acquisition, accu- 
mulation, and disposition of property. “It is to exclusive property (and 
to the institution of the marriage contract, which emanates from it) 
that we owe everything valuable which society has bestowed upon 
mankind.” 

Since rights are based on utility to society, they may be abrogated 
when they are clearly shown to have an opposite tendency, but this 
must be done with the minimum of damage to the affected indi- 
viduals in order not to disturb the feeling of perfect security of prop- 
erty. Thus in England, where this is best understood, no reform of 
existing abuses is undertaken except on the principle that the present 
beneficiaries as innocent parties shall during their life enjoy a rea- 
sonable measure of the emoluments. Since the greater the profits the 
greater the capital and national prosperity, all laws interfering with 
acquisition or expenditure are unwarranted except in cases too plain 
to admit of discussion. Avarice may not be a morally desirable trait, 
but it benefits the community. 

On the tariff, Cooper of course enthusiastically denounced the 
“protectionists” from all standpoints and with his customary dog- 
matism. But on other controversial questions, upon which sentiment 
in the community was divided, he was somewhat circumspect. 

The evils of banks spring primarily from their excessive number. 
Existing banks should be subject to regulation, he said; but the regu- 
lations he proposed were perfunctory, since in all cases the private 
accounts and names of individuals should not be divulged. 
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Cooper’s handling of the Bank of the United States was somewhat 
involved. Like South Carolina politicians in general, Cooper was 
constantly attacking the bank as a dangerous political monster threat- 
ening to swallow up every state institution. Yet at any really critical 
point he defended it. After all, he was a close friend of Biddle’s. So, 
after informing the reader of the political danger of the bank, he said 
he was for prohibiting government “not only from any management 
of the Bank, but from any influence over its directors.” 

Cooper’s discussion of slavery in his textbook was extremely mild. 
He apparently had in mind the use of the textbook outside the South. 
His discussion appears to be a clever proof that slavery would end 
without any need of government interposition, so at least friends of 
the institution thought.*t He wrote: Slave labor is the dearest kind 
of labor, for it is labor forced from a class of human beings who have 
the “least propensity to voluntary labour, even when it is to benefit 
themselves alone.” Slave labor is only profitable on the rich lands of 
Georgia and South Carolina. There white labor would be too ex- 
pensive and the soil and climate incapacitate it in summer. 

Usury laws and poor laws should be repealed. Notice should be 
given that in a few years all poor laws would be dropped. Meanwhile 
public relief of the most ola kind might be given to every poor 
person unable to work from “actual srobenda lameness, blindness, 
old age, or who is an orphan child, and no other.” Nothing, Cooper 
argued, could check the iron law of Malthus that population tended 
to exceed subsistence. Nor, as a matter of fact, did Cooper think 
such a state undesirable. In spite of his diatribes against manufacturers 
seeking a higher tariff, he believed as of old that the dense populations 
of manufacturing centers were the engines of national progress. 

All improvements are the effect of the poverty resulting from 
the pressure of population on subsistence, he claimed. Though great 
cities contain contrasts of luxury and poverty, all human invention 
and useful improvement first occurs in them. More comforts and 
intense pleasure, “more pure and disinterested patriotism, more active 
anxiety to promote human improvements .. . are found in large 
cities than out of them. . . . The enormous capital [of the cities] 
seeking . . . employment and giving rise to demand, and of course 
to permanent population compensates fiftyfold for their partial defal- 
cation from the sum of life.” 

Thus dropping the last vestige of the radicalism he favored in the 
nineties, he opposed any extension of education to the mass except the 
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most elementary sort taught in what would be charity schools. And 
at the same time he demanded that colleges and universities should be 
supported liberally with state funds because the necessary apparatus 
is too expensive for any private speculation. Though these institu- 
tions would in effect be closed to the poor, the grants would not be a 
misappropriation of public money for the exclusive benefit of the 
rich. The higher schools are an instrument of national benefit, like an 
army or navy for public defense. They are necessary to furnish the 
state with the same advantage derived from the possession of knowl- 
edge that its neighbors enjoy. The higher the scale of knowledge in 
the best society, the higher it will be in every other class, for “ex- 
perience has fully shown that the progress of good education is down- 
ward.” 

He also felt that government should undertake the dissemination of 
relevant statistical data. He had himself at various times attempted to 
promote as a private venture journals and digests in the field, but he 
found no “demand.” “Want of accurate facts to reason from, leads 
to mistakes and misrule.” He even raised the question whether a 
statistical board or a permanent committee would not be desirable. 
Much of the required information “we have already provided for in 
our country, but it ought to come out as a matter of course, in an 
annual volume or volumes, to serve as a perpetual book of facts to 
reason from, as to the real state of the nation and the means of its 
improvement.” In other words, it was to be something like Boll- 
mann’s projected catechism. 

However, “it is the science of political economy alone, that can 
fully impress on our statesmen” the value of the necessary detail, and 
when the science becomes more diffused, the people will take care 
that the required information shall be promptly at hand when a law 
is proposed bearing on any part of this detail. 

We shall see more of this fiery spokesman of dominant southern 
opinion in subsequent chapters dealing with the Jacksonian era. 


GEORGE TUCKER: HAMILTONIAN IN DISGUISE 


To Virginia in place of Cooper came another “foreigner,” George 
Tucker (1775-1861),?? who became the first teacher of economics 
at the University of Virginia. He had extensive intellectual interests. 
He was a biographer, historian, geographer, satirist, novelist, and 
philosopher in general, as well as lawyer, statesman, canal promoter, 
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and land speculator. He had much the same conservative social phi- 
losophy as Cooper, but where Cooper was pugnacious, Tucker was 
urbane. By means of anonymous satires and novels published outside 
Virginia, Tucker managed to remain an aristocratic Federalist at 
heart in a Republican stronghold. Tucker, like Adams, believed that 
the love of esteem, the emulatory propensity, made men work for 
the social welfare.** But the “love of glory or fame” functioned best 
in a mighty empire. 

Tucker came of a leading family in the aristocratic British colony 
of Bermuda, and he was closely related to the powerful Tucker clan 

of Virginia. At the age of twelve in 1787, he went to Virginia to be 
educated at William and Mary under the guidance of his distinguished 
Republican uncle, the professor of law, St. George Tucker, who, 
like Jefferson, had attempted to rid Virginia of slavery. 

Tucker became a lawyer, but in that day the law was a profession 
pursued not so much for its own sake as for the opportunities it 
offered in politics and other fields. He was, of course, a Jeffersonian 
Republican, but he belonged to the conservative wing which never 
ceased to deprecate the errors of extreme “democracy.” At the turn 
of the century he had belonged to that group of young Virginia 
lawyers in the state capital, Richmond, who under pen names, used 
their apparently ample time to fill the newspapers with satires on a 
host of subjects from the vulgar manners of Republicans to the latest 
fads in physical science, and he never lost the habit. 

Tucker appears to have been involved at all times in land specula- 
tion, especially in the West.** After moving to Pittsylvania County, he 
became deeply interested in the near-by Roanoke Canal project and 
in even broader schemes of internal improvement. He became the 
area’s representative in the Virginia legislature, but, like Cooper’s, 
his heart lay in the great city of Philadelphia. Using the pen name 
“Thoughts of a Hermit,” he wrote a series of articles during the War 
of 1812 for the conservative Philadelphia Republican Port Folio, 
sketching the destiny of the nation and the means of its achievement. 

In less than a century, he wrote, the country’s population will be 
one hundred million spread over a vast territory stretching from the 
Atlantic to the Pacific. It will possess large cities embellished with the 
choicest productive arts, magnificent canals and roads, seminaries 
of learning and other public establishments, supported from the 
national revenue. But it is claimed, said Tucker, that long before we 
reach this point of national power and grandeur, the West will sepa- 
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rate from the East. On the contrary, the West will be the great 
gainer, for it will supply the Atlantic states with muslins, cambrics, 
and other fine manufactures instead of horses and stock. The fertile 
districts will become the Flanders of America. They will be covered 
with populous cities and be the seat of wealth and luxury and liberal 
arts. Why so? 

Manufactures arise in proportion to the density of population, and 
this in turn is in proportion to the fertility of the soil. When one man 
can produce sustenance for twenty, as is easily done in those fruitful 
regions, and most of the remaining nineteen are without land, as will 
eventually occur, the nineteen can obtain a livelihood only by ex- 
changing the product of their labors in the arts for the surplus 
provisions of the landholders. Domestic manufactures will replace Eu- 
ropean ones. Europe will suffer all the mischiefs of an excessive pop- 
ulation without its advantages, and consequently will decline in opu- 
lence and strength. 

The war’s cessation merely intensified Tucker’s emphasis on the 
advantages of dense population and large cities. The great advantage 
of division of labor, in fact, can be obtained only in thickly settled 
places, he wrote in 1815; for only dense population can support a 
sufficient market for the growth and utilization of manufactures. 
Such areas, furthermore, save much unproductive labor in the way 
of sea transportation, but at the same time make feasible the construc- 
tion of roads and canals. 

Of course, the growth of dense population means the growth of 
the inequality of wealth, but the sparsity of population and result- 
ing mediocrity of wealth account for the low state of literature and 
the liberal arts in the United States. In Europe, where professors are 
liberally rewarded because of the gradual accumulation of public and 
private bounty, there are great schools, able teachers, and extensive 
instruction. Of course, authors should be encouraged for the same 
reason that manufacturers are. Continued dependence on English taste 
deprives native authors of praise and profit and thus stifles genius. So 
Tucker came to Cooper’s conclusion, that the growth of national 
wealth, literature, and culture depends on the powerful effect of 
poverty which dense population induces. The sum total of happiness 
would be increased because the large cities, possessing so many more 
opportunities for pleasure than the country, are more civilized and 
refined. Critics of dense populations might point to the lack of em- 
ployment in London and the resulting wretchedness and vice. How- 
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ever, in proportion to population, said Tucker, vice and crime are 
probably no higher in London than in America. 

Tucker was somewhat ambiguous but definite pro- -Hamilton in 
handling the question of debt and the related question of whether a 
government should raise funds, especially for war, by loans or taxes. 
Mostly he found that loans have many advantages. They are prefer- 
able to immediate taxation because business enterprise will be less 
disturbed. Since loans are drawn from the nation’s surplus income over 
expenditure, and since such a surplus is available as long as private in- 
dustry and economy do not decline, the public debt does not neces- 
sarily lessen industry and economy. England could increase her pub- 
lic debt successfully because of her great internal improvement in 
which avarice, love of pleasure, ingenuity and even the necessities of 
individuals conspired to effect. In fact, public loans may augment 
private accumulation because men will exert themselves and retrench 
on luxuries to make the investment. In any event, a progressive in- 
come tax is inexpedient because it would cause discontent and stop 
industry. 

Tucker defended the note-issuing banks similarly. The country’s 
rapid increase of population and wealth as well as the unfavorable 
balance of trade makes the amount of specie insufficient for its ex- 
panding business. The competition of banks precludes them from be- 
ing oppressive. Banks can be left to “their guardian genius, self- 
interest” if their notes are convertible, if they have sufficient capital 
as evidence of the support of substantial capitalists, and finally if they 
submit an annual general statement of debts and credits to the legis- 
lature. But, publishing the article at the time the banks were still on a 
non-specie paying basis, he added in a footnote that the present war 
period is extraordinary, and therefore the suspension of specie pay- 
ments is wise and necessary.** 

More directly indicative of the underlying objective of Tucker’s 
thought was his Letters from Virginia Translated from the French, 
published in 1816, while he was still a member of the Virginia legis- 
lature. He further safeguarded his anonymous authorship by having it 
published in Baltimore. There was good reason for anonymity since 
it contained attacks on the policies and views of Jefferson. It evi- 
denced a rather masterly use of that ancient technique whereby the 
aristocratic-minded can be business promoters and at the same time 
attribute all the evils of plutocracy to republicanism. 

The “letters” were supposed to be some recently discovered ones 
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of a French traveler whose father had served as an officer in the 
French forces in the American Revolution. The son, like the father, 
had been attached to the royal house of the “unfortunate Louis XVI,” 
had gone to England to live with a family attached to the cause, and 
was traveling with a servant through Virginia in the period of the 
despicable Emperor Napoleon and the equally despotic Jefferson em- 
bargo. 

The embargo and other restrictive measures, declared “Traveller,” 
were passed “to starve the English out of home and house,” but their 
operation has been to impoverish the Americans. The critics are 
“nearly all Federalists, that is, as the word imports, friends to Union.” 
But Virginians are much given to the republican traits of cockfighting 
and gluttony and excessive money-making. Sensible Virginians rightly 
complain that “our genteel laziness unfits us for the drudgery of 
commerce,” but a change is coming about through interest in canals 
to promote the growth of great cities, especially Norfolk. “Traveller,” 
it turned out, was talking for the same canal that his good friend and 
business associate Archibald Murphey ** was; but to “Traveller” Vir- 
ginia would be the gainer. Norfolk, possessing great natural advan- 
tages, only requires a proper public spirit and the liberal aid of the 
legislature to make it a powerful, flourishing city, he said. The disad- 
vantages would be removed if the much talked of Roanoke Canal 
were executed, for then North Carolina’s riches would be poured 
into the lap of Norfolk. 

“Traveller” also bewailed the domestic slave trade and made a 
withering criticism of slavery, but it was aimed more at the Re- 
publican chieftain than at the institution. Jefferson had said in the 
Notes on Virginia that he advanced “it merely as a suspicion only 
that the blacks whether originally a distinct race or made distinct by 
time and circumstances are inferior to the white in endowment both 
of body and mind.” “Traveller” declared that this “popular” opinion 
as to the inferiority of the Negro has been used by masters to justify 
their severity to the slaves. After an elaborate analysis to show that 
the “inferiority” of the slaves is not the outcome of nature but of 
“artificial association,” the outcome of the degradation imposed upon 
the slave by the institution itself, he concluded that he and Jefferson 
really agree, for “I never doubted the actual inferiority of the blacks 
and if it be attributed to time and circumstance . . . time and cir- 
cumstance may restore them to that rank in the creation from which 
they have been degraded.” In other words, “Traveller” had no more 
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intention of tampering with the institution than any aristocratic re- 
spectable northern Federalist who used similar arguments in attack- 
ing the “despotism” in national politics evidenced by southern Re- 
publicans. 

Elected to the federal House of Representatives two years later 
as a Republican, Tucker stanchly opposed the exclusion of slavery 
in Missouri. In his elaborate analysis in Congress in 1820, he found 
insuperable economic as well as constitutional objections to the pro- 
posal. All agreed, he said, with the Malthusian principles that the pop- 
ulation will increase at its present rate unless checked by a reduction 
of the means of subsistence and that the means of subsistence will be 
abundant as long as wild fertile lands are available. It follows that if 
the blacks are confined to the slaveholding states while the whites are 
free to migrate to the more tempting West, the proportion of blacks 
will continually increase in slaveholding states. 

What are the consequences? Since “the wildest political visionary 
does not think it practicable to amalgamate such discordant ma- 
terial,” the two races would wage a war of extermination. Even if 
the whites should always be sufficient to hold the blacks in subjection, 
there is an economic cause which must force their freedom. As soon 
as population spreads over the whole country and cultivates all the 
waste land, white labor will begin to fall in value with every increase 
of population. As the price of labor declines, the value of slaves 
must fall proportionally until the cost of raising a slave will be greater 
than his worth. At this point, naturally, the slaves will be manumitted. 
With the blacks exceeding the whites in the present slaveholding 
areas, all the grave difficulties arising from the existence of the two 
races side by side must be encountered. Colonization will not solve 
the problem because the cost would be enormous. But if the slaves are 
allowed to spread evenly with the whites, as at present, they then 
must always remain less than the whites, and at the time when the 
self-interest of individuals bursts the bonds of the slave, emancipation 
will not disturb the safety of the state. 

Meantime, he asserted, partial emancipation is making rapid strides, 
as shown by Adam Seybert’s statistical analysis if it is correctly in- 
terpreted and not garbled as opponents of slavery expansion have 
done. True, Georgia has prohibited further emancipation and ex- 
ported a number of free blacks, but if slavery is prohibited in Mis- 
souri, other states will follow Georgia’s example. Reversing his pre- 
vious praise of the West, he now found that the eastern commercial 
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states must oppose the restriction lest the free population of the West 
increase and thus its “political influence.” 

More clearly indicating Tucker’s thoughts on slavery were his 
statements in another fictional tale, The Valley of Shenandoah, with: 
its anonymous authorship this time effectively concealed by publica- 
tion in New York. Tucker has a slave owner say that thoughtful 
leaders, finding that slavery admits of no safe remedy but “what time 
may bring some centuries hence,” consider all speculation on rights 
which cannot be enforced except at the “expense of still higher and 
dearer rights . . . either as well meaning but shortsighted enthu- 
siasm, as sheer folly or the hypocritical pretence of the lovers of mis- 
chief.” The situation of the slaves is not so bad as outsiders think. 
The white man mistakenly supposes himself a slave, not realizing 
that the slaves were born such. “There is as much difference between 
their feelings respecting their condition, and those of a white man, 
as is the privation of sight to one who is born blind and one who has 
become so.” 

Likewise slave labor is not unprofitable, as critics assume. It is to 
the slave’s interest to make as little and consume as much as he can 
if he is assumed to have the first feelings of our nature, the love of 
ease and enjoyment. But fear, habit, and emulation of neighboring 
farms and one another, yield a product little different from that of 
the freeman’s labor. Similarly, they are in fact compelled to consume 
less than they would if they could command the fruits of their own 
Jabor. 
~ In the midst of his labors in Congress Tucker published in 1822 his 
earlier Port Folio essays along with some new ones, in a volume called 
Essays on Various Subjects of Taste, Morals and National Policy. 
Of course, certain adjustments had to be made for the changes in 
dominant opinion in Virginia, but this was easily accomplished by 
the use of footnotes, addenda, and additional essays without sub- 
stantially changing the underlying argument. 

To one of a number of passages where he had advocated federal 
aid for roads and canals, he now merely added a footnote that when 
he originally wrote the essay it was taken for granted that the federal 
government had the power, but “now without fully considering the 
constitutional question,” he is aware that strong arguments “can 
be made against the constitutionality of the power and of amending the 
Constitution to grant the power.” 

Many disturbing things had happened in banking since he pub- 
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lished the original essay in 1815, but again all he thought necessary 
was some addenda comments. He presented the familiar justification 
for suspension of specie payments and found that the Bank of the 
United States was necessary to curb excessive speculation and issues. 
The western states were blamed for prolonging the evil of incon- 
vertible paper by creating new banks. 

The abolition of banks of issue would not remedy the loss of specie; 
for, as Churchill C. Cambreleng had argued, bills of exchange, mort- 
gages, and private notes of various kinds would replace the bank 
notes. Therefore it is preferable to vest the power in a wealthy cor- 
poration which can be closely watched and is less exposed to bank- 
ruptcy than individuals are. The banks have been only insignificantly 
responsible for the commercial embarrassments. In the last three or 
four years they either have been the passive agents of circumstances 
or have followed a prudent course. In so far as the banks encouraged 
private extravagances and speculation, they will profit from their 
costly experience, he felt. They have learned to estimate property by 
the only sure standard, the income it yields or can be made to yield. 
They will realize that their function is not so much to create capital 
as to give activity to existing capital. And by thus aiding government 
in emergencies and private enterprise on sound principles, they will 
aid the public welfare as well as their own profit. 

But the underlying belief in the destiny of America as a replica of 
Britain—London and all—remained with Tucker. The essay “On 
Density of Population” was untouched. He added a long essay on the 
theory of Malthus to show that Malthus was right in so far as peo- 
ple have only themselves to blame for their poverty, but wrong in so 
far as his teachings might help to retard the growth of dense cities. 

Malthus had taught the legislator that poor laws and general plans 
of charity only increase the evil they are supposed to end. However, 
Malthus’s emphasis on famine as a check to redundancy is misplaced, 
for the inequality of wealth in civilized countries operates to relieve 
famines. The wastes of the rich, especially that going for the mainte- 
nance of dogs and horses, is at such times diverted to the poor. Cities 
are the most effective check to redundant population, for there dis- 
ease takes off so many that the natural increase of large cities is insuf- 
ficient to maintain the proper size of the population, and recruits must 
come from the country. The advantages of cities must obviously 
counterbalance the disadvantages; otherwise people would not volun- 
tarily suffer the disadvantages. 
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In Congress Tucker was clear-cut and enthusiastic in support 
of what dominant Virginia opinion demanded. He doubtless felt 
he could act in this manner with a clear conscience since, unlike 
Cooper, he believed in the doctrine of “instructions” of representa- 
tives. For example, in the bitter session of 1824 Tucker went all the 
way in opposition to the tariff and federal aid for internal improve- 
ments. 

But Tucker made one serious blunder that ended his political 
career. In 1824 he participated in a caucus of the members of Con- 
gress to select the party’s choice for President. This had become 
the customary procedure of the Republicans and had worked in previ- 
ous periods. But in 1824 the leading candidates, especially Jackson, 
bitterly attacked “king caucus” after only a small minority of the 
party had attended the caucus and chosen William Crawford of 
Georgia, a Virginian by birth, as the presidential candidate. Tucker 
tried to explain his action to his constituents. He found that the cau- 
cus was sound Republican procedure. Because of the unusual number 
of popular candidates, he said, it had appeared probable that no one 
‘would get the necessary majority of the entire electoral vote, and 
the election would be thrown into the House. In that case, according 
to the Constitution, the smallest state has the same vote as the largest, 
and a candidate must be selected from the three highest. The pro- 
cedure would invite corruption and greed. It was repugnant to the 
great Republican principle that the majority should govern, and 
provided no certainty of choice. To avoid these threatened evils, the 
Republican members of Congress, as on former occasions, met in 
an unofficial way to recommend one of the candidates. They felt it 
was better to assume the responsibility of recommending one out of 
four or five where the people were as free as before to oppose or re- 
ject, than to exercise the power of choosing one out of three which 
‘choice was beyond the people’s control.*” 

As Tucker’s political career ended, the University of Virginia was 
finally getting ready to open. He found a berth which would hardly 
have been open to him had his authorship of the Letters from Vir- 
ginia been known. He was made professor of moral philosophy, to 
which he added rhetoric, belles lettres, and political economy. Jeffer- 
son, along with Madison, was being careful, or at least he thought 
he was, that no Federalist in letter or spirit should occupy this pro- 
fessorship or the chair of law. But Tucker after all had voted “right” 
on the tariff and internal improvements as well as on slavery, and 
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his known volume of essays was or could be read as sound Republi- 
canism as Jefferson and his leading political associate in the enterprise, 
Madison, understood the Republican faith at the time. They, too, 
had looked with favor on the caucus candidate as the only “right” 
candidate of the lot. 

No sooner had Tucker begun teaching in 1825 than a Baltimore 
protectionist newspaper congratulated the university for adopting a 
protectionist textbook in economics, Daniel Raymond’s treatise. This 
naturally aroused all the free-traders. From New York came a demand 
that the University of Virginia deny the false rumor “which if un- 
contradicted” would adversely affect “its reputation with the lovers 
of the true science.” ** That conservative free-trade organ, the Rich- 
mond Enquirer, doubted that such a text would be used there with 
Say, Ricardo, and Adam Smith available, and felt certain of it after 
a friend investigating the situation found that the only person who 
even knew of the treatise was Tucker.®° 

A few years later, in 1829, a similar controversy arose. With Tucker 
apparently the prime mover, a short-lived journal, the Virginia 
Literary Museum, was started at the university, consisting of con- 
tributions from the professors. In it appeared a series of essays point- 
ing out certain advantages of a tariff to Virginia. The essays were 
signed “K,” but they bore all the earmarks of Tucker’s authorship. 
Raguet expressed great indignation in his Free Trade Advocate that 
the: University of Virginia of all institutions should tolerate such 
heresies. Whereupon, in the columns of the Richmond Enquirer, 
“K,” now signing himself “Aegis,” asserted that Raguet had mis- 
interpreted him, for he also belonged to the school of Adam Smith, 
but Smith as a pioneer naturally did not realize that there were many 
more exceptions to his great general doctrine of free trade than the 
two he mentioned. 

The basic questions of economics, those bearing on the welfare 
of society, have already been settled by Adam Smith and his school, 
Tucker wrote in a review of Cooper’s book in 1827 in the Americar 
Quarterly Review, edited by the ex-Federalist Walsh. The great 
truths they laid down, including that luxury supported by industry 
can never be dangerous and seldom injurious, are now accepted! 
maxims. Discussions henceforth in economics will primarily be con- 
cerned with refinements, especially with such questions as the meas- 
ure of value. In this there is now room for the use of diagrams, he 
said. The effect of consumption increasing with a fall in price and 
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diminishing with its rise may be illustrated by a cone standing on its 
base, in which the axis may represent the price and horizontal sec- 
tions of it the varying circles of consumption. The exchangeable 
value of every commodity is determined by the number and wealth 
of those desiring it, the intensity of their desire, and the quantity of- 
fered for sale. These constituents of price are as uniform and im- 
mutable as the nature of man and operate in the same manner on the 
savage and civilized man, on the retailer and the great merchant. 

In the manner of McVickar, Tucker accepted both the demand 

-and supply, and the cost of production doctrines of value, with cost 
of production the ultimate regulator. After the appropriation of lands, 
which arises as soon as men begin to cultivate the earth, the owners 
will be willing to exchange with the landless the surplus above their 
consumption. The proportion of supply and demand will always 
regulate the rate of exchange. But at first neither will be great. There 
will not be the skill, unremitting labor, or want which in the ad- 
vanced stage of society give such a spring to both supply and de- 
mand. Most men will be both cultivators and manufacturers as the 
occasion requires. 

It supposes in a sparse population little division of labor and no 
rent. In the progress of population, the number of landless will in- 
crease, and an intensified competition will occur among them for the 
surplus food. More and better commodities will be manufactured to 
tempt the landowners to make a larger surplus, and to enable the 
others to obtain that surplus. Finally the laborer is brought to give 
a day’s labor for a day’s subsistence for himself and a small family. 
Furthermore, with the increase of population, cheaper foods will be 
used, so that rent will be increased. 

In short, man in the first stages of civilized society is both an 
awkward and expensive machine, but, stimulated by his desires and 
by necessity which is the mother of invention, he gradually im- 
proves in cheapness as well as skill, so that the same proportion of 
land which once supported only a single individual may come in time 
to support twenty or thirty; and the landowners have the benefit of 
the difference—by sale or exchange if they cultivate it themselves, 
and in the form of rent if they lend the use of it to another. 

This doctrine of a constant fall in the price of labor of course fitted 
neatly into his doctrine of slavery’s disappearing of itself. So he 
took Cooper to task for using to the same end the “erroneous” doc- 
trine of slave labor’s being dearer than free Jabor. There were “other 


550 THE ECONOMIC MIND IN AMERICAN CIVILIZATION 


and better arguments” than those of Cooper to prove that slavery 
will disappear of itself. Cooper may rest assured that whenever the 
day arrives, as it must, when the cost of rearing a slave will exceed 
the value of his labor, the slave owner “will be as eager to emancipate 
them as he is now opposed to it. This day will be when the wages of 
free labor are nearly reduced to a bare subsistence.” 

Cooper and other economists had gone wrong in their thinking on 
refinements, he asserted, because they held to Ricardo’s doctrine that 
rent arises from the resort to inferior soils; whereas, in his own doc- 
trine, there are no dangerous social implications. Rent arises not 
from the niggardliness of nature but from her inherent fertility, and 
the landlord obtains the value of that fertility or surplus as popula- 
tion increases and the price.of labor falls.*° 

So strongly did Tucker feel about his opposition to Ricardo that 
he even carried his own essentially Ricardian doctrine into the last 
of his anonymous fictional tales, A Voyage to the Moon, published 
in 1827. The author was supposed to be a New Yorker who is taken 
to the moon in a contraption by a learned Brahmin he met in Burma. 
He discovers that the true principles of economics are fully under- 
stood on the moon. 

At first the new settlers had divided the land equally. But, finding 
the scheme impractical, they soon abandoned it. Through differences 
of industry and frugality, a handful eventually owned half the en- 
tire land. Though the ablest writers on earth who follow Ricardo say 
no rent can exist where lands are of equal fertility, yet the state of 
affairs on the moon contradicts this doctrine. True, if there is inferior 
land, a difference in rent in proportion to differences in fertility will 
arise; and if it is so poor as not to pay the expenses of cultivation, it 
will pay no rent. But surely if a landowner can make as much as sev- 
eral consume, as happens here, he will be able to get much of their 
labor in exchange for the surplus and get increasing amounts until 
the greatest number the surplus can support is reached. What the 
landless give if the proprietor retains the land himself may be re- 
garded as extraordinary profits, or as rent if paid to anyone to whom 
he transfers the benefit. 

In this Utopia there are no almshouses or beggars; charity is de- 
pendent on the compassion of the individual dispenser and the merits 
of the sufferer. The inhabitants produce everything they need at 
home. 

As the explorers return to earth the Brahmin takes a look at New 
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England. The New Englanders are enterprising and ingenious and 
adroit at a bargain, he said. Their shrewdness, with its tendency to 
petty fraud, is a characteristic of the habits of traffic. But the English, 
who “are the most commercial people of modern times,” have not 
acquired the same character because they are distinguished for other 
things as well as traffic. They are not merely a commercial people, 
but are also warlike and Jiterary. Thus the natural tendencies of com- 
merce are counteracted so that the unmitigated pursuit of commerce 
makes for the growth of national wealth, strength, and power. 

A sympathetic reviewer in the March 1828 issue of the Western 
Monthly Review probably summed up Tucker’s influence accurately 
when he said: “The rich mine of learning and satire is too deeply 
buried to be sought out by the indolent readers of the present time.” 


JACOB NEWTON CARDOZO: RICARDIAN CRITIC OF RICARDO 


Both Tucker and Cooper owed much, especially in their technical 
formulation of the doctrine of rent, to a southerner who was not an 
academician but a self-taught newspaperman, Jacob Newton Cardozo 
(1786-1873) *? of Charleston. 

Cardozo was the only man in pre-Civil War America whose mind 
operated on that high level of abstraction that characterized the work 
of Ricardo and his school. Like Ricardo, he was of Sephardic 
(Spanish-Portuguese) Jewish stock. He apparently came of a mer- 
chant family. His father, David Nunez Cardozo, born in New York, 
was the son of a London merchant, Aaron Cardozo. David and his 
brother, Isaac. Nufez,*? migrated to South Carolina and joined the 
American forces in the Revolutionary War. David was taken pris- 
oner in 1780 but was given a parole and, according to the custom of 
the day, was soon back in business.** He appears to have acquired a 
substantial estate that included property in Virginia and South Caro- 
lina. His family was large.** 

Young Cardozo was born in the port town of Savannah, Georgia, 
where his father had settled just before the close of the Revolutionary 
War, but he grew up in the leading commercial city of the South, 
Charleston. After a slight formal education, he served a long ap- 
prenticeship in a mechanical trade and then became a lumber clerk. 

Even while a youth he showed a deep interest in things literary. 
He was admitted to membership in those extraordinary debating so- 
cieties in Charleston composed of South Carolina’s leading figures; 
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and in 1811, at the age of twenty-five, his Am Oration on the Literary 
Character, delivered before the Methulogic Society, was printed. 
Six years later he definitely made journalism his life work by becom- 
ing the editorial writer of the Southern Patriot, of which he also be- 
came publisher in 1823. 

Since the subjects that Cardozo discussed as a journalist also con- 
cerned him as a theorist, an examination of his editorials and other 
popular writings reveals the basic structure of political economic or- 
ganization that controlled and explained to a considerable degree his 
theoretical writings. These popular effusions were also important in 
their own right, for Cardozo was a leading southern journalist closely 
connected with the important southern political and economic move- 
ments of the day. His editorials were extensively quoted, in the 
North as well as in the South; and he wrote a number of important 
memorials for the citizens of Charleston on various questions, includ- 
ing the tariff and railroads. 

He wanted the South in general and Charleston in particular built 
up culturally and commercially. He helped promote southern maga- 
zines for the “protection” and advancement of southern interests, 
literary and otherwise. He was one of the leaders in reviving the long- 
defunct chamber of commerce in 1823, to cope with “the complexity 
of the transactions of an extending commerce” and to concentrate 
efforts in restricting “class legislation,” be it local taxes or federal 
tariffs.*° 

He might oppose, as who did not, government “interference”; but 
he still wanted the state to be a guardian in such matters as draining 
the swamps for the low-country planters or promoting railroads and 
the like. 

His ideal was New York. Already she controls the cotton trade, 
he wrote. Her immense capital, providing constant enterprise and 
speculation, creates unceasing competition among purchasers. She 
is the center of payments and commercial dealings for the whole 
country. In time she will be like London and the great cities of the 
Continent, the center of the nation’s men of great fortune, and rich 
in art and talent, thanks to the vast expenditures for elegant creations 
which reward genius. 

Cardozo of course accepted slavery. He believed in “salutary” 
political reform at home and abroad—that is, only so far as required 
by the exigencies of commerce. He emphasized the danger of going 
too far rather than the need of change. In 1825, for example, he 
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warned Virginia against abolishing the freehold qualifications for the 
franchise because if the “democratic” principle of universal suffrage 
is introduced, the outcome will be a never-ending struggle for spoils. 

Judging by his attacks on the “revolutionary fanaticism” in Europe 
in his oration, Cardozo had been originally a Federalist, and he always 
remained conservative. But commerce, he argued, is the great engine 
of advance both in economics and politics. Despotism and commercial 
restrictions are allied, but commerce has always been married to lib- 
erty. Commerce has proved a greater “leveller of distinctions than 
the wildest spirit of democracy that ever vexed the quiet and order 

of society.” Under the impact of commerce, luxury today is pur- 
chased by industry, by the extension of the principle that men will 
improve in riches and knowledge as their emulation is excited and 
their talents given a larger sphere. So, where ancient luxury left no 
fruits after consumption, modern luxury is the source of power and 
riches. 

Aside from free trade, the basic condition for the growth of com- 
merce as well as free government is alienability of land. Alienability 
prevents a vicious, unequal distribution of wealth which stifles the 
incentive to accumulate wealth and prevents the expansion of prof- 
itable commerce. England’s Tory landed aristocracy, by virtue of 
its political power, has maintained the vicious Corn Laws. The con- 
sequent rise in food prices prevents exports of manufactures and thus 
vast employment. British capitalists rightly say that free trade will 
profit them only if they have corn as cheap and taxes as low as 
other countries, otherwise without protection England and its colo- 
nies will be overrun by French, German, and American manu- 
factures.*® 

On the other hand, the demand for higher tariffs in the United 
States, especially on woolens, is a demand for class legislation for the 
benefit of western cultivators who want the South to share their mis- 
fortune in having lost the British market because of the Corn Laws. 

The proposed higher tariff on textiles, he wrote in 1824, will sub- 
ject the planter to a triple burden: he will pay higher prices for all 
cotton and woolens; he will be restricted in the foreign market for 
his staple or be made to bear a retaliatory duty; and he will be bur- 
dened by a direct tax on his land to compensate the loss of revenue 
from import duties. 

The duty on “coarse woolens,” he noted in a famous memorial in 
1827, is in reality a discriminatory tax on the capital of southern 
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cultivators. Most of their capital is invested in slaves who wear the 
coarse woolens. A tax on consumption in the case of free labor will 
be borne exclusively by the laborers if labor is low, and partially by 
labor if labor is high; but a tax on the consumption by slaves must be 
borne exclusively by the masters, By preventing the cultivator from 
obtaining the most profitable use of his whole capital, the rise in the 
woolen tariff would hinder southern improvement. It also damages 
the North. Without slave labor, the South would be barren, and the 
thousands in the North maintained by its productions would be un- 
employed. 

Finally, there was the threat of a secession. Patriotism does not 
mean blind devotion to the soil on which our lot is cast, but an in- 
telligent affection for institutions affording impartial protection to 
property as well as person, especially in the distribution of pecuniary 
burdens. If one class of citizens is depressed for the gain of another, 
disaffection to the federal government will grow.‘ 

But Navigation Acts to build up naval strength, or retaliatory meas- 
ures against British restrictions on American commerce with the 
British West Indies, Cardozo maintained were lawful restrictions on 
the freedom of commerce.*® 

On the question of banks, he stood with Cooper. He was against 
the “paper system,” but this did not mean opposition to all banks of 
issue, but merely to government and inconvertible issues, state- 
controlled banks, and new banks. This opposition was accompanied 
by support of the Bank of the United States not only when it was 
attacked, but also when it attempted to secure more privileges and 
branches. 

As the nation approached a financial panic in 1819, Cardozo wrote 
in April that the country labors under a paralysis from the overtrad- 
ing of the banks and the consequent overtrading of individuals. The 
whole machinery of trade is suspended in times of peace. The first 
fatal impulse was given by the banks, but the “electric chain of com- 
merce” embraces the highest with the humblest individual and 
touches all intermediate grades. The shock imparted at one end of the 
chain was felt at the remotest extreme, not only in the United States 
but throughout the civilized world, for modern nations in a com- 
mercial sense constitute a community in which embarrassment in one 
is followed by embarrassment in another. Yet, though the cause of 
the distress is clear, the people foolishly demand more paper money, 
and inconvertible paper at that. 
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* From this standpoint, Cardozo enthusiastically praised that “able 
writer,” Ricardo, for his thesis that the high price of bullion was due 
to the “excessive” issues of inconvertible Bank of England notes. But 
he disapproved of Ricardo’s solution, an independent government 
body as the exclusive issuer of notes. He used the rather curious argu- 
ment that such a scheme as Ricardo’s could not provide a check to 
underissue. 

As the cry increased from respectable circles for the abolition of 
all bank notes or the issue of a national bank currency, or both, 
Cardozo began to shift to the thesis that banks are not an originating 
cause of speculation or distress because their issues follow rather than 
lead the state of business—that is, the issues are the effect not the 
cause of high prices because if business is unprofitable businessmen 
will not borrow. But once an external demand stimulates issues, the 
paper becomes a cause by becoming a stimulus to speculation in the 
sense of encouraging extravagant spending. This, of course, applies 
primarily to western banks, with their unsound principle of lending 
on real estate, and the net result is stay laws of various sorts. But 
eastern state-owned banks, like the Bank of the State of South Caro- 
lina, set the example. 

The remedy is simple. Let the eastern states set a good example 
by abolishing their state-controlled institutions. Of course, the state 
cannot revoke the charters of existing private banks until they ex- 
pire. Even this is not necessary because the eastern states have in ef- 
fect rectified their errors by permitting branches of the Bank of the 
United States, and these prevent excessive issues by local banks. 

If banks are not the fundamental cause of depressions, what is? 
To this Cardozo gave answers that would preclude legislation. Dur- 
ing the depression that commenced in 1819, Cardozo used the familiar 
argument that the depression both in England and the United States 
was the outcome of the twenty years of unnatural prosperity that 
arose from the wars of the French Revolution and ended with the 
return of the devastated European nations to industry. But he added 
novel twists in explaining these destructions of the “balance between 
the demand and supply of produce.” 

In wartime, he said, the great abnormal foreign demand for English 
commerce and manufactures stimulated English agriculture also be- 
cause the high profits of the commercial and manufacturing classes 
enabled them to pay higher prices for agricultural goods. But with 
peace and a declining foreign demand, the commercial and manu- 
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facturing classes have become less able to buy agricultural goods, and 
this in turn has reacted on the manufacturers. The production of all 
has become excessive because the consumption is diminished. The 
United States suffers similarly because it has lost its wartime monop- 
oly of the European market for breadstuffs. 

But perpetuating the unbalance is a temporary excessive popula- 
tion. The balance means a balance not only between production and 
consumption, but also between them and population. The foreign 
demand naturally stimulated a sudden increase in population which 
the cessation of demand left idle. Any disturbance in demand and 
supply of commodities can be restored relatively quickly, but equaliz- 
ing the demand and supply of labor—that is, reducing the supply of 
labor to the demand—requires considerable time. 

It might seem that the co-existence of unemployed capital and 
cheap fertile lands in the United States is anomalous, but the capitalist 
has no incentive to employ the labor in cultivating the land in the 
face of a decreased foreign demand and consequently no prospect of 
profits. Nor are the mass of laborers in any country in a financial 
position to become self-subsistent proprietors. 

Cardozo correlated the doctrine of sudden excessive population as 
the cause of stagnation with the doctrine that a nation’s increase of 
productive power, an increase in its riches and means of enjoyment, 
may be excessive in the sense of again being too sudden. Pros- 
perity generates the habit of luxury and extravagance among the 
mass and thus leads eventually to cessation of production. 

This is facilitated by the great increase of bank paper. Thus, while 
the balance between savings and expenditure and that between pro- 
duction and consumption will never be disturbed. if left to the in- 
fluence of the usual stimulants of self-interest, they run into alternate 
extremes when the temporary artificial and unduly high profits beget 
a spirit of gambling throughout all industry. 

When Cardozo had to cope with the depression of 1826 in both 
England and the United States, he altered his explanation somewhat. 
One great source of the calamity in the United States, he said, is 
“overproduction” of cotton. So he suggested diversification. The 
lead must be taken by the few bold, persevering innovators. Their 
example would overcome the timidity of the great mass of habit- 
bound cultivators. The contraction or even the loss of a particular 
foreign market would not cause a general stagnation. Such diversifica- 
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tion, including home manufactures, would free the state from com- 
plete dependence on Manchestei’s cotton mills. 

England’s future, however, is gloomy because of her excessive de- 
velopment in machinery along with excessive population. The power 
of human invention may be developed too rapidly for a nation’s wel- 
fare, just as a nation may too rapidly increase in wealth. England’s 
manufacturing power, composed of her population and machinery, 
has been built up by a corresponding foreign demand; but England 
is losing her markets as the continental countries and the United 
States, following her lead in steam, are becoming rivals. Both her 
population and her power of production must be reduced in the 
degree which they have increased beyond the demand for their 
multiplied product. But no feasible plan is in sight. Consequently 
England’s present generation of laborers must necessarily suffer priva- 
tion. 

Cardozo felt that Englishmen such as Robert Owen, who were 
seeking definite legislation for the amelioration of the poor, began 
at the wrong end. Instead of additional laws to relieve the poor, the 
existing relief legislation should be abolished. These men are ignorant 
of the simple harmony of the social machine whose movement they 
constantly counteract by impertinent legislation. Owen’s proposal of 
government or privately subsidized settlements in which each laborer 
divides his time equally in agriculture, manufacturing, and mental 
and moral improvement, proves he is one of those “system mongers” 
who has misconceived the nature of the social principle and the 
beneficent results of the division of labor in modern machinery. Does 
he not know that the spinning jenny, by widening the market for 
manufactures, has improved the lot of labor? *° 

The great political leaders of “qualified reform,” such as Lord 
Brougham, have shown the true way of amelioration, by promoting 
apprentice libraries, and mechanics institutes, delivering lectures to 
them, and supplying them with suitable tracts. These men belong 
in the category of the gifted spirits of the age, those leading minds 
which give what impress they please to the events and passions of 
society. Heretofore they have found their stimulants in warfare, but, 
commerce having deprived them of this source of glory and ap- 
plause, they are now turning their enterprise to studying the source 
of national power and happiness. In devising legal reforms to con- 
form with the requirements of commerce and finance, they appeal to 
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the understanding of the people to co-operate. Thus at these insti- 
tutions the poor will learn the great truths of political economy and 
consequently be “brought to submit to temporary deprivations of 
employment, as the law of our social condition.” °° 


Cardozo’s newspaper articles and memorials revealed the current 
views of his time, place, and class, especially as regards the “inferior 
orders”; but they revealed a mind that operated on a higher level of 
rationalization than his contemporaries. On a still higher level were his 
treatises and contributions to erudite journals, in which he undertook 
to combat formally Ricardo’s work, especially the theory of rent. 

In his newspaper Cardozo recognized at all times that he was in 
substantial agreement with the eas of Ricardo, but differed in mat- 
ters of refinement. Great was his wrath against any protectionist 
who questioned the authority of Adam Smith, Malthus, Say, and 
others. When McVickar’s book appeared in 1825, Cardozo praised 
it enthusiastically. He hoped it would be popular and reprinted some 
of McVickar’s hortatory additions to the McCulloch text.** 

Cardozo immediately afterward used McVickar’s treatise as the 
occasion for writing his own treatise, Notes on Political Economy. 
As was customary, with a writer wishing to bring out the full im- 
portance of his own refinement, he warned his readers in the intro- 
duction: If the McVickar book and the like espousing Ricardo’s 
theory become standard, not only will the progress of economic 
science be retarded, but statesmen will be following unsafe guides. 
The “spirit of system,” the spirit of viewing phenomena from a 
limited point of observation, has led to endless futile disputes in eco- 
nomics, he declared in the book. The love of novelty has made 
Ricardo’s system fashionable, but like its predecessors, it will soon 
perish. Ricardo’s theory is based on circumstances which hardly exist 
here. This does not mean that different countries should have dif- 
ferent economic theories, but that Ricardo’s system, like its prede- 
cessors, is based on social institutions peculiar to England which have 
perverted the natural order. The thinker could not escape this in- 
fluence, for the mind is naturally prone to argue from the fact to 
the right and Ricardo was merely the unconscious spokesman for 
manufacturing and commercial interests. But true theory is founded 
on a comprehensive examination of phenomena in “a natural state 
of the social system.” 

The laws regulating profits, wages, and rents can be most success- 
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fully investigated in the United States because that country’s institu- 
tions have deranged the natural order less; whereas in Europe military 
violence or selfish policy have given rise to a vicious social organiza- 
tion. This accounts for rents looming large as a great surplus income 
in the speculation of European economists. 

Like Tucker (who incidentally borrowed from Cardozo), Cardozo 
attacked Ricardo for teaching that rent is due to the niggardliness 
of nature; that, as inferior land is brought into cultivation with the 
increase of population, the landlord is doubly blessed at the expense 
of the community because he obtains a great share, and the com- 
’ modity in which he is paid is of greater value. 

In fact, if Ricardo were right, it would follow that payment of rent 
deprives the cultivators of their exclusive property, for the increased 
cultivation is the result of their skill and capital alone. Ricardo, said 
Cardozo, defines rent as that part of the produce paid to the land- 
lord for the use of “the original and indestructible powers” of the 
soil—that is, natural fertility. But this kind of rent can neither be due 
to the recourse to inferior soils, nor can it be increased. At any given 
time inferior soils will exist, but relative fertility can account only 
for inequality of rent, not for its origin or increase. Any increase in 
the productive power of the land is acquired fertility and arises from 
the skill, capital, and ingenuity of the cultivators. Since the increased 
productivity should decrease the price of raw produce, any increase 
in prices must arise from some monopolistic feature in the social 
system. ; 

This kind of “monopoly” should not be confused with “natural 
monopoly,” such as the scarcity arising from the natural limitation 
of certain products in certain districts. Such an “illegitimate” monop- 
oly arises from socialy arrangements constituting class legislation. 
These include commercial restrictions, especially protective tariffs, 
heavy taxation, paper money, and finally such institutions as entail 
and primogeniture which create a vicious and unequal division of the 
land. For instance, where legal arrangements clog alienation or trans- 
fer by purchase, rent and raw produce prices will rise—that is, if 
land cannot be brought freely into the market for sale or mortgage, 
it will not sell or rent at a competitive price which is in proportion to 
its natural fertility. These social arrangements prevent competition 
from fully exercising its beneficent influence and bring about what 
should be called “monopoly rent”—or rent, properly speaking. 

In the “natural state,” as population increases and less fertile lands 
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are cultivated, the “natural rent” paid on the inferior lands will be 
less by the difference in their productive power. But if improvements 
in agriculture do not result in as large a return with an equal amount 
of capital on the new lands as on the old, no additional food can be 
raised, and population increase will cease. Therefore inferior lands 
are placed in tillage exactly in proportion as these improvements ex- 
tend. Thus, contrary to Ricardo, agriculture, like manufactures, is 
subject to a continual increased facility of production and a reduction 
in the price of the product. This is easily seen in manufactures because 
there the results of skill and science are visible in machinery; in agri- 
culture the technological advances become a part of the soil and are 
so blended with it that they are not distinguishable. Ricardo over- 
looked this continual expansion of improvement in agriculture because 
he refused to give capital a concurrent status with labor, but reduced 
capital to labor in the formation of value and wealth. Capital consists 
of natural agents and substances—or, more precisely, natural sub- 
stances—which, as soon as they are appropriated and a demand exists 
for them, receive value and increase in value with every modification 
from the combined action of labor and natural agents upon them. 

So conceived, all rent, contrary to Sismondi’s teachings, is not 
pernicious monopoly. Natural rent is invariable in amount and is 
governed by the laws regulating interest or loan of capital employed 
productively—that is, profitably—by the borrower. This rent is a 
component of price along with profits and wages and not a transfer 
from wages and profits, as Ricardo argues. No land providing a return 
above the expenses of cultivators will be allowed by its proprietor 
to be cultivated by anyone else unless he is paid for it. The surplus is 
his property, and its payment, or an equivalent in value, must be as 
much one of the conditions of the supply of raw produce as other ex- 
penses of cultivation. Whatever value the proprietor sets on the natu- 
ral powers or what they have cost him must determine, on the princi- 
ple of an ordinary loan, the amount of value to be paid for their use. 
The price of food raised on such land, the price of the land, and the 
rent will all be at fair competitive rates, which may be called the 
“natural price and rent of land.” In other words, the rent is but an- 
other name for the interest on the capital invested in the purchase. 

The proprietor of land in a new and fertile country such as the 
United States derives, in addition to the profit on the capital employed 
in cultivation, a return in proportion to his investment in purchasing 
the land. This may be called rent or not as suits the taste, yet the sum 
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received as rent for the same quality of land will be much less here 
than in Europe, where the social arrangements disturbing the natural 
order yield a monopoly rent. 

With science and skill steadily overcoming the difficulty of pro- 
duction on “inferior” land, the price of necessaries fall, population in- 
creases, then money wages fall, and the reduction of money wages 
provides an additional find to employ the additional laborers. With 
the cultivator commanding more labor through a decline in money 
wages, further production will be stimulated. Raw produce again in- 
creases in amount, prices fall, and labor multiplies. Thus the same 
series of effects is always occurring and will never be interrupted ex- 
cept by the folly and selfishness Sf rulers in the form of tariffs, poor 
lawsetcnin the natural state of things, capital and population in- 
crease equally, and wages and profits do not encroach on each other. 
On the contrary, since the price of necessaries always falls first in 
the natural state, the share of the laborer would increase while the 
capitalist would get a larger quantity. 

At the same time, the increase of machinery, contrary to “popular 
prejudice,” increases the employment of labor. Machinery is not im- 
proved to save labor in the sense of quantity, but to save the price 
of wages of labor in order to create a fund for further employment 
of new labor in the natural growth of population and industry. 

Say’s suggestion of resorting to public works to relieve temporary 
dislocation by machinery is erroneous because, whenever any por- 
tion of the labor of society is employed i in public works, it can only 
be done by subtracting from private employment, otherwise some 
derangement must have occurred that overstocked the market with 
labor. 

Meddling by authority can only bring evil. Improvements in 
machinery are so gradual in the natural progress of society that the 
transition is smooth for the laborers. Even in the invention of print- 
ing, the most striking instance of a total change in the nature of an 
employment, who can declare that the copyists were not prepared 
for the change and did not find the transition easy and natural, not 
sudden and abrupt? 

There may be general gluts because of war situations which stim- 
ulate unduly the productive powers, and on the return of peace the 
balance of production and consumption require restoring. But wars, 
by giving monopolies to countries not overrun, call into existence land 
which would otherwise not be utilized. Thus “monopoly rent” arises. 
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But once the stimuli cease, “rent” disappears, and the land should 
“naturally” go out of cultivation. 

Contrary to Malthus’s doctrine that accumulation of capital causes 
the rate of profit to fall, said Cardozo, the old channels of commerce 
are constantly enlarged and others created with every increase of 
capital, of the inventive powers of producers, and various resources 
of states are properly developed under free commercial intercourse. 

The controversy between Malthus and Ricardo over the proper 
limits of individual expenditure and accumulation was futile. Indi- 
vidual self-interest fixes the limit here as in every other case where 
society’s arrangements do not disturb its regular action. Among the 
most notable of these “derangements” is the “paper system.” It may 
give a too great stimulus to the wish or “propensity to spend” in in- 
dividuals and, by “generating habits of extravagance which sometimes 
endure for a considerable period, destroy the natural balance between 
production in the gross and expenditure.” 

Cardozo’s theory of rent served practically to achieve in good 
part the very object of Ricardo and English free-traders in general. 
The theory was not so much a justification of “rent” as it was in part 
an attack on the English landed class supporting Corn Laws to main- 
tain the “monopoly rent” that arose from the “abnormal” war situa- 
tion. On the other hand, it was also an attack on those western 
“agrarians” supporting tariffs on the ground that these would benefit 
the western farmers or at least serve as a retaliatory measure, for they 
again were attempting to maintain “monopoly rent.” Finally, it left 
intact the “rent” of the South as mere return on “investment.” 

At the same time Cardozo was left free to defend the Bank of the 
United States on the ground that it prevented the danger of the “pa- 
per system.” Its convertible issues in turn merely reflected the de- 
mands of the natural progress of cultivation and commerce. 

In reviewing Cooper’s book just after the appearance of his own, 
Cardozo made it amply clear that he was in thorough agreement 
with the southern Ricardians in practice. Cooper in his treatise, he 
declared, showed that he was a great practical public teacher. He 
presented the “leading truths in a plain, popular manner.” So Cardozo 
expressed the hope that all legislators present and prospective would 
possess the book. His disagreements with Cooper’s deductions, he 
said, referred not to the “practical conclusions,” but the “META- 
PHYSICS of the science.” *? 
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But northerners, misled by Cardozo’s rhetoric and atrocious literary 
style, took seriously his claim that he was criticizing the practical 
truths of Ricardo and proceeded to attack Cardozo with “Ricardo’s” 
arguments that were technically those of Cardozo rather than those 
of Ricardo. 

Thus in 1827 the New England lawyer, Jonathan Porter, in that 
leading journal and free-trade organ of the day, the North American 
Review, denounced Cardozo for casting aspersions on Ricardo and 
the yeomanry. Ricardo shows that, since rent affects neither wages 
nor profits and does not enter into price, giving the rents to the 
tenants would not reduce prices. This act of misplaced generosity 
would neither increase the supply nor diminish the demand, but 
would merely introduce inequality among all capitalists and employ- 
ments and thus cause confusion and disorder. 

The principle of differential rent is an equalizing principle, for it 
places all capitalists and tenants on the same level and enables them 
to enter into fair competition with one another. By Ricardo’s theory, 
“in the natural course of things” the landlord class as the class most 
uniformly interested in the welfare of the country must advance with- 
out any peculiar efforts of its own. The landlord has an indissolu- 
ble interest in the country’s welfare, but merchants and capitalists can 
transfer themselves and their property to other countries if profits 
are higher there. 

High rents prove that a country is growing wealthy. In a com- 
mercial city, the great population, accumulation of capital, and press 
of business cause high rents. When business declines, rents fall. True, 
the exact mathematical form in which Ricardo expresses his ideas 
might lead to the erroneous conclusions that Cardozo deduces— 
namely, that the growth of capital and population will be stopped 
through the increase of rent at the expense of wages and profits. But 
mathematics is as deceptive in moral reasoning as probabilities in 
mathematics. ““The shades of difference between different kinds of 
land, are faint, almost imperceptible, and not to be marked by num- 
bers. Fluxional quantities [calculus] might more justly illustrate them 
than the arithmetical progression which Ricardo uses.” The rise in 
rents of cultivated land is very slow and many circumstances retard 
or change it. For instance, improvements in the arts tend to prevent 
the rise of rents. So do new lands which, after being cleared, are just 
as fertile as the older lands or which are advanced in value with the 


564 THE ECONOMIC MIND IN AMERICAN CIVILIZATION 


rise of a near-by factory. Thus there is little danger that the increase 
of rent, advancing according to the principles of Ricardo’s theory, 
rightly understood, will ever become excessive. Since the landlord 
takes some risk with his capital, if he is successful “we surely ought 
not to ask him about his rights and his title to his good fortune.” 

But fine-spun discussions of rent and the like, Porter felt, were not 
very significant. Cardozo, instead of spending most of his time on in- 
quiries “more apart from common observation and therefore less in- 
teresting, and probably less important,” should devote himself to the 
pernicious, thoroughly refuted doctrines that Bye in ma- 
chinery cause unemployment and condemn honest industry “to suffer 
for the benefit of the rich capitalists.” 

The following year Cardozo, in the Southern Review which he 
and the leading South Carolina intellectuals launched to “protect” 
southern interests, attempted a comprehensive “attack” on the “new 
school” of Ricardo. He definitely argued, in an unsigned article on 
rent, that no distinction can really be made between artificial and 
natural fertility and that, where land is freely alienable, what is called 
rent will be merely a return on capital. There is no way of proving 
that man must go from the best to the worst of the many grades of 
the soil to obtain increased supplies from the rest. Nature has made 
us.a present of agents of unequal powers as well as soils of unequal 
qualities. Steam is more powerful in propelling machinery than wind 
or water, and were these agents capable of appropriation their value 
would be determined by what they could produce, as with land. 
The soil has no intrinsic worth, but obtains its value from the returns 
obtained by the influence of labor and the agency of nature—of 
capital—united. In accordance with the great law of competition or 
the law of supply and demand, the demand of the manufacturing and 
commercial classes for the produce measures the value of the gen- 
eral returns obtained in agriculture, just as the proportion of capital 
to population governs the rate of wages and profits respectively. 

Where land is valued as a source of profit exclusively, where, in 
other words, strictly commercial principles operate, rent is the in- 
terest on a capital invested in its purchase or improvement. It has its 
source in the same principle that governs the proprietor of an object 
of value in any other form, when for an adequate consideration he 
consents to forego the profit in favor of another who employs that 
value productively. Thus land, when acquired by purchase with the 
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same facility and on the same principles as capital, in general will obey 
the laws of capital. Rent must be regulated by the general rate of in- 
terest, for the tenant will never pay the landlord more when by bor- 
rowing money at the rate he can become a proprietor himself and 
obtain the usual rate of profit. 

But if monopoly of land is established and certain incidents of 
ownership occur, as in most countries, if the soil is purchased as an 
instrument of political influence or a source of dignity and power, 
then there arises “true rent,” previously called monopoly rent, which 
obeys Ricardo’s laws. The payment of this rent is not a necessary 
condition of the supply of raw produce in any state of society, and 
its existence does not exemplify a natural progress. 

Even if Ricardo were correct in assuming a recourse to inferior 
soils with the growth of population, his conclusion that profits will 
be transferred to wages to meet the increased price of food will not 
follow unless the working class can “submit to no further reduction 
in the quantity or quality of their food and no increase of physical 
exertion.” The capitalist has every interest in the excess of popula- 
tion, for this forces the laborer to his utmost energies from the pres- 
sure of want and reduces his money wages to the lowest level. The 
landlord has an equal interest in the depression of his corn wages. 
“The toil and privations of the working class may not always measure 
the amount of profits and the value of rent,” for wages may advance 
proportionally with both, but in the ordinary state of things, the 
sacrifice of the laborers will very nearly determine the gains of the 
landlord and capitalist. 

The whole trouble is again that the science of economics is hardly 
developed. Sufficient facts are not available, and only recently have 
necessary statistical inquiries been started. Energies have been wasted 
in the refinement of terms and metaphysical distinctions, with one 
system succeeding another. Among the more serious factors account- 
ing for its slow growth is the fact that the different branches have 
not been investigated in a connected, but in a detached, disjointed, 
manner. It lacked in its origin that concatenation and dependence of 
parts which promotes investigation. This desultory manner arose 
from the circumstance that in the field of political economy, as in 
political science generally, men must be made to feel before they can 
be brought to investigate. Only after countries, classes, and indi- 
viduals have been greatly oppressed by some external or. internal 
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cause, such as paper money, corn laws, and poor laws, are attempts 
made to establish general rules of conduct founded on the immutable 
distinctions of right and wrong, truth and error. 

But the greatest cause of slow growth is that European econo- 
mists in attempting to construct systems of general application to all 
countries have in reality proceeded on the assumption that their sur- 
roundings are natural and universal. We know that the riches of 
countries grow from widely different circumstances. For example, 
experience reveals that slavery in the South has resulted not only in a 
high degree of wealth but also in a greater share of enjoyment for 
the slave than in many sections where the relation between the em- 
ployer and employee is based on wages. How does this state of things 
‘agree with the explanation of economists that the relation between 
master and slave retards the increase of riches, that the payment of 
wages is an essential ingredient in a modern system of wealth?** 


CHAPTER XXII 


Followers of the American Seem 


THE LEVIATHAN OF DANIEL RAYMOND 


ITH the agitation in 1819 for tariffs as a permanent Ameri- 

can System and not an incidental temporary aid to infant 

industries, came the publication of the first comprehensive 
systematic treatise in the United States. This was Thoughts on Po- 
litical Economy, published in 1820 by Daniel Raymond (1786- 
1849).* 

Raymond’s background was conservative New England. He was 
born and reared in Connecticut. He studied law at Tapping Reeve’s 
famous violently anti-Jeffersonian law school in Litchfield, Connecti- 
cut. He spent his mature years in Hezekiah Niles’ Baltimore, where 
he began practicing law during the War of 1812. 

Raymond first acquired public prominence in 1819 with a pamphlet 
supporting congressional prohibition of slavery in Missouri. This 
position had considerable support in Maryland even in some enlight- 
ened conservative circles, though not, it soon developed, in the con- 
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gressional delegation. His pamphlet, The Missouri Question, was 
extremely influential in the controversy because it supplied the sig- 
nificant economic and statistical arguments of population growth 
which the advocates of congressional prohibition used to point oyt 
the threat of slavery to white supremacy. Raymond was hysterically 
denounced on the floor of Congress by the southern opposition as 
being in the pay of abolitionist organizations. 

But prohibition of the extension of slavery was only one aspect 
of Raymond’s outlook. The general tendency of his treatise on eco- 
nomics was indicated by its dedication,to Robert Goodloe Harper 
and by his worship of Hamilton as the only sound political economist. 

Its objectives were not unlike those of Niles’ Weekly Register 
with its call for tariffs, internal improvement, and the like, but it was 
on a much higher level. It contained elaborate developments of such 
significant concepts as productive “capacity.” Raymond made much 
of the arguments that individual wealth is not national wealth and 
that the state is an organism, not an aggregate. But these notions were 
similar to Hamilton’s in respect to “protectionism” and the use of the 
power of the state: The state is a corporation with interests transcend- 
ing those of the individuals who compose it, in the sense that ener- 
getic individuals cannot fully develop the pecuniary capacities of the 
nation without the aid of the state power. 

“The body politic is an animal of immense bulk and . . . is for the 
most part inactive and slothful” in proportion to its bulk, Raymond 
wrote. “A state of comparative lethargy and torpor is very nearly 
its natural state and it is necessary to apply constant stimulants to 
keep up circulation.” Thus economists should concern themselves 
directly not with the material welfare of the mass nor with individual 
possessions as the embodiment of individual wealth, but with the 
means of augmenting “national wealth.” 

National wealth is the capacity for acquiring the necessaries and 
comforts of life by “labor.” But this capacity is dependent on such 
factors as the density of population, the industrious habits of the 
people, and “the advantageous situation for commerce,” tariffs, ex- 
clusive privileges, navigation acts, and colonies as well as develop- 
ment in technology, canals, roads, etc. In other words, the advantages 
one nation has over other nations by laws and “nature” give that 
nation a greater capacity for acquiring the necessaries and comforts 
of life, and therefore it will possess greater national wealth than other 


nations. 
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Stated in the language of “labor,” national wealth is increased by 
“effective” or “permanent” labor—that is, labor devoted to clearing 
land, making roads, canals, and other permanent improvements; to 
acquiring skills, arts and knowledge; in short, labor devoted to in- 
creasing the nation’s “capacity.” But national prosperity depends on 
consumption’s taking off the product of productive labor—that is, 
labor devoted to goods for consumption in a rather broad sense. 

The great error of Smith and his followers is the doctrine that 
nations get rich by accumulating a surplus of produce above con- 
sumption. But this is true of, neither individuals nor nations. The in- 
dividual gets rich by exchanging his surplus with those who have 
less than they want for consumption, for property which can be 
preserved, such as land or moneys. If a nation produces more than 
is taken off its hands—that is, if the supply of the necessaries and 
comforts of life exceed the demand—it will have greater distress than 
when the demand exceeds the supply. 

As soon as the profitable demand for the individual’s product slack- 
ens, a surplus begins to accumulate on his hands. The producer is 
forced to dismiss some of his workmen, but this merely shifts the evil 
to the laborers. When such a surplus of production occurs, the leg- 
islature if possible must provide for its immediate consumption. Bet- 
ter that the surplus be converted into manure or thrown into the 
ocean than that it remain on hand. 

Among the most effective means for alleviating “accumulation” 
and increasing national wealth are public monopolies such as colo- 
nies, favorable trade treaties, and tariffs. These monopolies, being 
equally open to all, do not infringe the equal rights of the citizens. 
But by providing incentives to individuals who are naturally short- 
sighted, they increase the national industry and skill in the arts and 
sciences and thereby give the nation an advantage over other coun- 
tries. Thus England, with her great system of public monopolies, in- 
creased the demand for her capacity and labor and augmented her 
capacity to acquire comforts and necessaries. 

True, a tariff might raise prices, but this is of no concern to the 
nation as a whole, and the high prices and favorable profits stimu- 
late businessmen and increase the demand for labor far beyond the 
difference in price. 

Raymond could also work the argument the other way. The re- 
striction of foreign manufactures by producing an additional market 
for domestic mane facture: increases the productive capacity and 
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eventually lowers prices. Even if the people are fully employed, this 
is no objection to a tariff, for a good many could work harder than 
they do, and thus the tariff, by stimulating the otherwise idle labor, 
increases the nation’s capacity. There is no year in which the tariff 
might not be raised with advantage on some article. It ought never 
to be reduced. It should be highest on those goods employing the 
greatest number of people or the greatest portion of the country’s 
industry. 

Colonies cannot justly complain about their status so long as the 
mother country’s increase in employment and higher profits are 
greater than the disadvantage to the colony, for both units together 
constitute an organic whole. The colonies might make less profit, but 
they will work harder and produce more. 

Similarly, the southern planters are selfish and sectional-minded. 
They demand free trade because they have constant employment for 
their labor in supplying the foreign market, but they sacrifice the 
interests of the northern manufacturers, and thus the national interest. 

On the other hand, a public debt, like a tariff, is a blessing, a stimu- 
lant to labor. Thus Hamilton’s funding measure promoted the cir- 
culation of money and further stimulated industry and enterprise by 
increasing the fortunes of the most influential and enterprising. These 
infused their spirit in all their dependents throughout industry and 
thus increased the demand for labor. An expunging of the public 
debt would create less work, because those violently deprived of their 
property would lower their consumption to a greater degree than 
the gainers in the redistribution would increase their consumption. 

True, a public debt gives rise to incorporeal, fictitious property, 
and the real owners become in effect debtors of the holders of the 
public debt; but this is no different from the case of the landless pay- 
ing a share of their labor to the landowners. The public debt does 
give rise to a vast number of paupers in England, but this would be 
easily remedied if the shares were sufficiently small so that the poor 
could purchase them with their small earnings. 

There are also some incidental evils which attend private corpora- 
tions. The exclusive privileges of limited liability and the like granted 
by charter, violate the natural equality of rights and give their 
members greater power. This does not mean that corporations should 
not be created; rather, they should be created with caution, for 
equality of property is just as prejudicial as excessive inequality. 
There must be some high prizes in the lottery in order to encourage 
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people to venture their fortunes. Certainly when a corporation has 
a public object in view, like a canal company or a foreign trading 
company, giving it monopoly rights and privileges would not really 
be creating a private monopoly though the gainers are individuals. 
However, corporations should be surrounded with such restrictions 
as would keep their stock at par. 

Among the corporations Raymond singled out for lengthy con- 
sideration were banks. These, like public debts, give individuals the 
means of increasing industry and encouraging labor. Banks promote 
enterprise in the same way steamboats promote traveling—by afford- 
ing facilities for engaging in business. The object of banks is not and 
should not be to increase the quantity of money, but to promote the 
circulation of money, for this testifies to prosperous business. 

Now banks by their excess issues cause the country to lose its valu- 
able specie and place a nation in the position of a farmer who sells 
his instruments of production in the autumn to purchase food and 
clothing for his family in the winter. Thus the evils of banks flow 
from their being manufacturers of a paper currency. Ideally the gov- 
ernment should furnish the nation with a paper currency which 
would be the actual representative of a metallic one; and, if this and 
similar other proposals are thought impracticable, then the banks 
might be restrained by permitting them to lend as much as they please 
but with any interest in excess of 6 or 7 per cent going to the govern- 
ment. 

Similarly, expenditures for public works, whether for fortifica- 
tions, ships, roads, canals, or any other permanent improvement, 
would be gainful to the nation even if they should be useless or de- 
stroyed when completed. 

Every nation has a large number who are idle either part or all of 
the time—or, more accurately, every nation “possesses a quantity of 
unexerted or unexpended labor or power.” The particular individuals 
employed on the public works would no doubt be withdrawn from 
other branches of industry; but others would take their places, or 
those remaining would work harder. Any pecuniary loss to the state 
is counterbalanced by the greater habits of industry acquired, and 
this in turn augments the laborers’ capacity for acquiring the neces- 
saries and comforts of life, which means an increase in profitable 
population. 

Suppose the state of Maryland constructed a canal from the Sus- 
quehanna to Baltimore, as Mills was suggesting at the time. Instead 
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of decreasing money or profitable production of necessaries and 
comfort, this would increase the quantity of both, and thus really cost 
nothing. By infusing the body politic with a degree-of energy and 
industry, the expenditure will more than supply all the labor required 
to build the canal; and consequently other branches of industry 
would be stimulated. Similarly, wars are among those exciting stimu- 
lants that arouse a nation’s dormant capacities. War affords a stimulus 
to industry by increasing the demand for labor. The consumption of 
the products of labor by an army prevents accumulation and often 
causes a still greater increase of population. This explains why Eng- 
land increases in wealth during a war. Since she has naval superiority, 
war gives her the commerce of the world, and her industry is ani- 
mated not only by the excitement and energy war infuses, but also 
by the additional market for her manufactures. Thus she has an in- 
crease of profitable production greater than the expenditures, and she 
grows rich. 

The question of slavery was likewise handled from the standpoint 
of increasing the quantity of labor. The objective of ending slavery, 
Raymond said, is to increase the disparity of numbers between blacks 
and whites for both political and economic reasons. ‘The increase of 
slaves is at the expense of a greater increase of the whites. When slav- 
ery exists, labor must be shunned by the whites because of its con- 
nections with slavery. The whites must avoid even menial offices in 
the South lest they be viewed an inferior order of beings not far re- 
moved from the slaves. At the same time, in the absence of slavery the 
total population would be greater because the whites, being more in- 
dustrious, would provide greater means of subsistence for a larger 
number. 

There need be no fear of the increase of free blacks so long as the 
vicious poor laws are not allowed. Free blacks increase much more 
slowly than slaves or whites because they have no master to oversee 
them. They are the lazy, improvident, and worthless part of society 
and will thus die out if left to themselves. 

However, Raymond was not for immediate “forcible” emancipa- 
tion. He only urged that states, instead of increasing their restrictions 
on voluntary manumission, remove them and be as liberal as Mary- 
land in this respect. Of course, public relief is not desirable for whites 
either. The man who is at liberty to work and provide for himself, 
but from laziness will not, must take the consequences of his folly 
and become extinct. 
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Raymond's practical method of relief was suggested in his dis- 
cussion of England’s problem. In England, because of the existence 
of entail and primogeniture and hoarding by the rich, pauperism 
is enormous, he said. But if the rich are unwilling to consume the 
product of labor to prevent unemployment and starvation, they can 
accomplish the same objective by dividing the paupers among them- 
selves in proportion to their estates. The paupers will then render as 
much service for their support as did the feudal vassals to their lords. 

Raymond concluded in his treatise that America offers the best 
stage for acquiring the true principles of political economy because 
experiments may be made safely in the United States. The operation 
of the pure principles of nature can be witnessed, and the spirit of 
liberty and equality, yet to be diffused throughout the world, kept 
alive. 

As the presidential campaign of 1828 unfolded, Raymond in an 
anonymous pamphlet, The American System, defended Clay’s pro- 
gram. To the objection that the protective tariff was unconstitutional 
and a violation of states’ rights, Raymond answered that the federal 
government is not the outcome of a compact but a supreme sovereign, 
therefore to promote the general welfare it can do anything not 
specifically forbidden by rhe Constitution. The founding fathers were 
wise men, but they could hardly be expected to have foreseen all the 
contingencies that would arise as the nation grew. 

The Supreme Court can declare state acts “anconstivatb ral for in 
so doing it upholds the sovereignty of the federal government, but it 
cannot void any “deliberate” act of Congress, whether sound or not, 
for this would end all legislation and government. Presumably tariff 
and internal improvements measures would be deliberate in Ray- 
mond’s eyes. Acts of Congress that might go beyond what Raymond 
would consider as the legitimate use of national power were taken 
care of by the qualification: “If from inadventure or accident Con- 
gress should pass a law repugnant to the prohibitions in the Con- 
stitution, we have no doubt that the Supreme Court would declare 
the law unconstitutional.” 

Raymond’s treatise won him almost as much notoriety as his 
pamphlet on the Missouri question, The free-traders naturally at- 
tacked the book. The sharpest criticism came from the South. Cardozo 
declared that Raymond’s book was evidence of that unfortunate trait 
of youth, asserting “their independence of thinking” and defying “the 
authority of men not only highly gifted for scientific inquiry but the 


FOLLOWERS OF THE AMERICAN SYSTEM 573 


result of whose patient and profound meditations are embodied in 
works on which time has set the seal of immortality,” as those of 
Smith, Malthus, and Say.? Governor Thomas Giles of Virginia de- 
voted a series of articles in the Richmond Enquirer to attacking Ray- 
mond’s treatise as the textbook of the “new political school” and 
further denounced Raymond’s book on the floor of the state con- 
stitutional convention of 1829-1830. 

But Mathew Carey, on the lookout for a good “theorist” for the 
protectionist side, was so delighted with Raymond that in 1822 he 
offered to contribute $500 annually for a professorship of political 
economy for Raymond at the University of Maryland. He made it 
clear that he wanted only Raymond; otherwise there was danger that 
he would be supporting a person who would “preach unsound doc- 
trine.” 

As was customary in that day, there appears to have been no op- 
position to a donor’s nominating the professor, but the university was 
unwilling to add to Carey’s contribution. Raymond said he might be 
willing to consider the post if he received a “reasonable price,” but 
since the preparation of suitable lectures for popular distribution 
later would entail giving up his law practice, the sum was insufficient. 
Besides, he felt that with the great leader of the Maryland bar, the 
conservative Harper, now in retirement, he had his opportunity to 
establish his reputation as a lawyer.* 

In his legal practice Raymond found his “national” point of view 
extremely useful. In 1821, acting as attorney before the Maryland 
Court of Appeals for the officials of the Baltimore branch of the 
Bank of the United States who had embezzled its funds, he denied 
that the state courts could have jurisdiction over a “foreign” cor- 
poration even though it operates within the state. The state cannot, 
so neither can its courts. If this prosecution is sustained, he argued, it 
enables the courts directly to call on the officers of the bank to ex- 
hibit in court a statement of its affairs, and in fact gives the court a 
supervisory power not possessed by the legislature. The indictment 
states that the conspiracy was affected by false accounts and entries 
in the books of the bank. To ascertain the truth of the charge, the 
bank’s books must be produced and all its affairs exposed to the public, 
“which may be prejudicial to the bank.” * 

There was, however, one factor that in any event would prevent 
Raymond’s work from having wide acceptance among protection- 
ists. The western protectionists never forgot his views on the Missouri 
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question. This attitude took a fantastic turn when Representative 
Samuel Woodson of Kentucky in the debates over the tariff in Con- 
gress in 1823 denounced Raymond along with Adam Smith, Ricardo, 
Tracy, and Say and asked: “Are we dependent on foreigners, even 
for just sentiments on political economy?” No! answered Woodson. 
“We contend not for a new principle but for an extension of that 
system most ably vindicated in Hamilton’s Report which has re- 
ceived the sanction of every other distinguished patriot.” 


DAVID STIRRAT’S ROMANCE OF PUBLIC WORKS’ EXPENDITURES 


A fellow Baltimorean, the Scottish grocer David Stirrat (1776- 
1856), who boasted of a lordly lineage, prepared a simplified version 
of Raymond’s general position. He published it in 1824 under the title 
A Treatise on Political Economy; or the True Principles of Political 
Economy, In the Form of a Romaunt, for the more pleasing accom- 
modation of readers; explained in a series of letters to Aristippus from 
Aristander; perceived in a deep vision. The subject is presumed to be 
considered upon strict Philosophical, Mathematical, and Geometrical 
principles. 

Stirrat was especially interested in the expansion of “public works” 
as the means of preventing a fall in prices and wages and thus a de- 
pression. This he tied up with familiar schemes of issuing sufficient 
currency to enterprise and expanding the public debt as a monetary 
medium. 

It might be said that the country would be ruined by a constant 
increase in interest and debt, he wrote. But a national income tax, 
easy to pay because of prosperity, would regularly pay all moneys 
borrowed in a reasonable time. Even should the public works turn 
out financial losses, this would be overbalanced by the real industry 
put in motion. It would prevent gluts that stagnate and paralyze the 
well-being, prosperity, and wealth of the nation. 

Thus Stirrat “proved” that the maintenance of a standing army 
commensurate with the population was a sure means of enriching 
the country; also that the leveling of mountains and raising them up 
again was equally productive. Even the supporting of an expensive 
royal family, pensioners, and nobles contributed largely to the en- 
riching of individuals and the nation in general, but of course these 
things should not be preferred to objects of useful labor. 

He proposed as the ideal public works a great “tower,” to include 
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facilities for the aged and infirm, amusements and telegraph offices. 
Most of the uses would bring a profit. 

Stirrat faced the alternative conclusion: the desirability of elim- 
inating at all costs the “surplus”—namely, giving it away. Well, he 
said, no man wants to become a beggar. What is more, men would 
have no incentive to exercise ingenuity and industry, and nature’s 
decree that man shall earn his bread by labor would be violated. 

After acquiring a sufficiency, men ought to retire from the bustle 
of the world, as Penn argued, and spend their remaining years in com- 
fort and’ ease. They would thus make room for the rising genera- 
tion. If this principle is observed, population could never be too great. 

Stirrat’s Romaunt was hardly the kind of treatise satisfactory to 
followers of the “American System.” 


FRIEDRICH LIST: EXPORTER OF THE AMERICAN SYSTEM 


Great hopes for the cause of protectionism were aroused for a while 
by Friedrich List, who appeared in Pennsylvania.* List was not the 
first German to leave his mark on American economics. The free- 
trader Bollmann had preceded him. Both were essentially promoters, 
but List was what one of his eulogists called a “high-class publicist,” * 
whereas Bollmann was more of an intriguer and adventurer. List had 
a much better social science background and a definite penchant for 
academic preferment, but only as one aspect of an active career in 
politics and business. In many respects he resembled Tench Coxe. 

List was born in 1789 in the reactionary German state of Wiirttem- 
berg, where his father was a prosperous tanner and public official. 
At the age of seventeen, Friedrich was able to enter what most Ger- 
mans considered the most desirable occupation—bureaucracy. 

After attending lectures at Tiibingen while stationed in the uni- 
versity town, and after observing the working of the Wiirttemberg 
civil service, List told the government in a memorial published in 
1817 how the glaring defects of both could be cured to the advantage 
of the service. The civil servants should have instruction in the “theory 
and practice” of public administration. The university is unable to 
provide this instruction because no one there “has any conception 
of national economy. No one teaches the science of agriculture, for- 
estry, mining, industry or trade.” The government was interested 
and, though he had had no previous university training, he was ap- 
pointed to a-newly established chair of “administration and politics” 
at the university. 
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Assuming that his chair was something more than a mere aca- 
demic post, he was soon busy trying to build up a strong political 
and commercial union between the German states. He became active 
in 1819 in promoting a union of merchants throughout Germany 
which took the name of the “Union of Merchants and Manufacturers 
for the purpose of promoting German Trade and Industry.” He was 
appointed organizer, or Konsulent, of the association. On its behalf 
he prepared a memorial to the federal Diet of the German states ad- 
vocating what he then called “freedom of trade”—more specifically, 
the abolition of tariff barriers between the German states anu the use 
of a common tariff as an instrument of retaliation against the tariffs 
of foreign countries “until such time as they too recognize the princi- 
ple of European free trade.” * 

His own government, however, looked with suspicion on such 
activities, and he was dismissed from his academic post. Failing to get 
along with his associates in the Merchants and Manufacturers Union, 
he left it. Meanwhile he went into politics in his state and was elected 
to the legislature. But the government viewed his demands for finan- 
cial reforms as treasonable. After serving eight months in prison, he 
was ordered deported in 1825. Having promoted various journals 
and written for others, List had hopes of a journalistic career in Eu- 
rope. But his hopes came to nothing, and he migrated to the United 
States. On arriving in June 1825, he concluded that journalism would 
not pay, so he bought a ten-acre farm near Harrisburg, Pennsylvania, 
the state capital, in the expectation that it would yield a large income 
and rise to three times its value in a few years. The farm did not turn 
out well, and he became editor of a German-language newspaper in 
Reading but was always on the lookout for some worth-while aca- 
demic post and any other enterprise that could utilize his promo- 
tional talents.® 

The famous Harrisburg Convention in 1827 to promote the “Ameri- 
can system” gave him his great opportunity. Niles and Carey were 
there to lend their journalistic efforts, but the leaders were looking 
for a good “theorist.” List became intimate with one of the vice- 
presidents of the Pennsylvania Society for the Encouragement of 
Manufactures and Mechanic Arts, none other than Charles Jared 
Ingersoll, who had been pouring contempt on “theorists” ever since 
he had been forced to defend the government’s financial measures 
during the War of 1812, but he thought he had a grand find for the 
cause in List. Apparently he and other leaders were irked by Thomas 
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Cooper’s pungent thrusts against the tariff in pamphlets and espe- 
cially in his textbook. Something had to be done; Cooper had to be 
met. So it was arranged that the philosophy of the American Sys- 
tem should appear through a series of letters addressed to Ingersoll 
for publication in the Philadelphia protectionist newspaper, the 
National Gazette. These “letters” in turn were reprinted in other 
protectionist publications and further broadcast throughout the 
country in pamphlet form as Outlines of American Political Economy. 
‘ Ingersoll introduced List in the columns of the journal as a pro- 
fessor of political economy at Tiibingen and “counsellor” of the 
“Society of German Merchants and Manufacturers for obtaining a 
German System of National Economy.” At all times his protection- 
ist sponsors referred to him as “Professor List.” ® 

List’s presentation of the “American political economy” was sub- 
stantially that of the men with whose works he was long acquainted, 
especially Hamilton, Niles, Carey, and Raymond; but List had the 
advantage of academic and business experience. 

He declared in his “letters” that until he had reached maturity 
he had zealously preached the doctrines of Adam Smith and J. B. 
Say, but then he had witnessed the “admirable effect” of Napoleon’s 
“continental system” and the “destroying effect” of what was called 
“trade” after the downfall of Napoleon. Convinced of their errors, 
he had openly denounced the followers of Smith, and so popular was 
this opposition that in a few weeks a society of many thousands of 
first-rate manufacturers, merchants, and others throughout the Ger- 
man Empire was founded to “establish a system of German economy” 
with himself as the “counsellor.” Of the necessity of tariffs all people 
in the interior of Germany had been convinced—agriculturalists, 
wool growers, proprietors of estates, as well as manufacturers. The 
critics were the few agents of English firms and the bankers. These 
were supported by a few learned disciples of Smith and Say who, 
because of pride in their own works and personal interests, still re- 
fused to see the truth. But the complete triumph for “national econ- 
omy” in Germany was assured in the immediate future with the set- 
tling of a few remaining small details between the German states. 

Of course, Smith was not altogether wrong. He presented the true 
principles of the “economy of individuals and of mankind” but not 
the modifications required by the split of mankind into national 
bodies. This constitutes the all-important field of “national economy.” 
It teaches, as against the “individualistic and cosmopolitical princi- 
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ples” of “Adam Smith and Company,” how a specific nation in the 
absence of an international state may regulate matters so as either 
to prevent foreign restrictions and foreign power from damaging 
her or to “increase the productive powers within herself”; in other 
words, how to become one of the most powerful and perfect nations 
in competition with other nations. Of course, it is “bad policy to regu- 
late everything and to promote everything by employing social pow- 
ers, when things may better regulate themselves and can be better 
promoted by private exertions.” But the government must promote 
everything which may increase the nation’s wealth and power if in- 
dividuals are incapable of doing so. It must have a navy to guard com- 
merce because the merchants cannot protect themselves; it must pro- 
tect the carrying trade by navigation laws because the carrying trade 
and naval power support each other. Agriculture and all other in- 
dustries must be supported by turnpikes, bridges, canals, and railroads; 
new inventions must be promoted by patent laws; and, finally, ive 
manufacturing power must be raised through protecting duties if 
foreign capital and skill prevent individuals from engaging in manu- 
factures. 

The great effect of protecting duties is to attract foreign capital 
and skill to the country and prevent the disadvantageous extension 
of population and capital over an immense continent. Just as the Ro- 
man military power was weakened by extending its territory, so 
the national strength of the Union will be weakened by adding new 
states. Fifty fnillions of Americans scattered over the continent will 
have nothing to do but clear land, raise wheat and eat it, to the 
further stagnation of eastern agriculture and the increase of idlers, 
partial and total. Only by placing the manufacturer by the side of 
the farmer, as Jefferson advocated, can population and capital be 
prevented from migrating to the West. Ohio will soon be as populous 
as Pennsylvania. Only by fostering manufacturing interests can Penn- 
sylvania and all the eastern and fidale states increase in population, 
art, science, civilization, and wealth. 

But the difficulties in starting large-scale snabiafacaiitig enterprises 
are tremendous. Among other things, the undertaker has to contend 
with a lack of skilled labor and with the lower wages of labor pre- 
vailing in old established manufacturing countries. 

Furthermore, the established foreign manufacturer can take ad- 
vantage of the economies of large-scale production to dump abroad. 
The cost of production in a manufacturing business depends on the 
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scale of production. Thus, in England a manufacturer secure in his 
home market is assured a steady sale of, say, 10,000 yards of broadcloth 
at six dollars a yard, which will cover his expenses, including inter- 
est on capital, and leave a reasonable profit. He can then sell addi- 
tional quantities abroad profitably at a much lower price. Thus by 
“steadiness” alone in protecting our manufactures—that is, by never 
lowering tariffs but raising them—the productive power of the na- 
tion would be increased beyond the greatest hopes. 

This does not mean, however, that the United States should foster 
all manufactures with equal care and at the same time. A new country 
like America should begin only with those industries which employ a 
large number of laborers and great quantities of agricultural produce 
and materials, which require machinery, and which have a large in- 
ternal consumption—that is, cheap mass-production goods, not the 
finer goods. 

This raises the question of parsimony; but, like all questions, the 
answer depends on the circumstances or state of development of the 
country. The parsimony of a farmer in a new settlement who spends 
all his time and labor in improving his farm and increasing his stock, 
and who walks barefoot and wears homemade skins increases pro- 
ductive power because without this exertion and self-denial the land 
would not be improved. But the same degree of parsimony in a set- 
tled country diminishes productive power, for there will be no 
hatters and shoemakers to eat bread if farmers will not wear hats and 
shoes. 

Similarly, the fact that the United States should enter large-scale 
manufacture does not mean that every country should. This depends 
on the circumstances or state of development of the country. For 
instance, Mexico and South America, like Spain, should not embrace 
the manufacturing system, but exchange their precious metals and 
raw produce for foreign manufactures. Since these people are “yet 
uninstructed, indolent and not accustomed to many enjoyments,” 
they “must first be led by a desire of enjoyment to laborious habits 
and to improvements of their intellectual and social condition.” But 
the same specie which harms Spain, Mexico, and South America 
would give immense power and strength to the United States. 

The Spanish-American market would reconcile the interests of 
American commerce and manufacture. English statesmen, for the 
selfish monopolistic ends of England, promoted the independence 
of South America to get the market away from the control of the 
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continental powers. But if the United States acts quickly, she can 
capture the markets and become by virtue of her enhanced manu- 
facturing power the dominant commercial and naval state. 

Here also lies the answer to the South’s problem. The South can 
easily go into cotton manufactures and capture the South American 
market because it has the material, the cheap labor supply in slaves, 
and is close to the market. (But List probably meant the comment on 
the South to be taken less seriously than others, for he argued at other 
times in his letters that, while immigration would be a blessing to the 
country, an exportation of blacks would be an exportation of weak- 
ness not of power.) 

The great beneficiary of the tariff would be the agricultural in- 
terest, especially in the rise of the price of land. In fact, List found 
that the great defect of Adam Smith and J. B. Say was precisely that 
they say nothing about the consequences and causes of the rise and © 
fall of land prices. At the same time, like Carey, he was led to ex- 
culpate the country banks from any blame for the depression in 
agriculture. The banking system stands, rises, and falls with the price 
of property and land. True, the banks issue large amounts of notes 
in excess of their specie, but these notes represent a “nominated quan- 
tity of money consisting in the value of property and land.” But the 
real value of property and land depends on the market price of land. 
If its price rises, so does the security of the paper; but if no price 
can be realized, the property cannot be converted into cash and the 
security is lost to the note holder. But the price of land varies with the 
price of the produce. Therefore the principle condition of a bank- 
ing system is “steadiness” in the price of agricultural produce and can 
only be achieved through a national system, securing the home mar- 
ket to the farmer through manufactures. The result, he said, would 
be a rise of land values undreamed of by the farmers. 

The final letter published in the National Gazette was not included 
in the pamphlet. This was devoted to chiding the South for its at- 
tacks on the Harrisburg Convention and proposed tariff rises. ““What 
are the cotton growers complaining for?” he asked. “The present 
[economic] embarrassment is only produced by their overdone cot- 
ton production.” Why their “turbulent meetings, their violent 
speeches,” their threats and menaces against law and order? 1° 

List’s peculiar though not unusual “agrarian” defense of high pro- 
tective tariffs for certain “capitalistic industries” was sharply ques- 
tioned in a memorial published by a group of Boston merchants. List 
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replied with a “Lecture on the Boston Report, and Particularly on 
its Principles Respecting the Landed Interest of Pennsylvania,” which 
was duly printed in the National Gazette. 

Under the present “free trade” system the farmer exhausts the fer- 
tility of the soil and moves west. So long as the land had little value, 
the owner was interested merely in increasing the extent of his prop- 
erty. He saved on labor and expenditure to buy out departing own- 
ers. But when land rises in value, all his speculation is directed to 
increasing the productive quality of the soil, not in saving labor and 
expenditure. Agriculture becomes a science, and land values rise. 
So if the country succeeds in raising its manufacturing industry, as 
protectionist France has, then the landed property of Pennsylvania 
“would increase from 7 to 66 dollars per acre, or from [a total value 
of] 210 to 2046 millions.” This sum at 6 per cent interest would yield 
110 millions and “the interest of the interest would make 6% millions; 
which is certainly more than we consume at this moment of foreign 
merchandise.” To buy cheap manufactures is consequently not the 
farmers’ primary interest. Their suffering would be worse if they 
got these import goods for nothing “because the English would in 
that case indemnify the Americans only for the interest of the interest 
of that sum, which they would give if they would make them them- 
selves.” 

Of course, free trade is the ideal, and the United States will pro- 
claim the true cosmopolitan principles when the time is ripe. This will 
be when the United States has a hundred million people and the seas 
are covered with her ships; when American industry attains the greatest 
perfection, and New York is the greatest commercial emporium and 
Philadelphia the greatest manufacturing city in the world; and when 
“no earthly power can longer resist the American Stars.” Then “our 
children’s children will proclaim freedom of trade throughout the 
world, by land and sea.” 

But until then “the friends of domestic industry” have much work. 
The Pennsylvania Society ought to be enlarged into a national or- 
ganization. It should meet annually to prepare the necessary legisla- 
tion for Congress after discussing the measures and gathering the facts. 
It might be objected, said List, that this is Congress’s affair. But mem- 
bers of Congress are selected for their general capacities as politicians 
and legislators, and Congress cannot have sufficient time for matur- 
ing economic data. The national chamber of businessmen would be 
confined to discussing the various branches of national economy and 
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to enlightening the public as well as Congress. This is especially neces- 
sary in the United States because the American government has no 
“chief of a Home Department” with thousands of subordinates to 
supply reports from all quarters of the country. 

Along with the embryo “National Association of Manufacturers,” 
List proposed that a comprehensive national school of business mod- 
eled after the French national polytechnic school be established as 
one of the best ways, along with the tariff, of increasing the nation’s 
“productive powers.” This might be done by enlarging the scope of 
the Franklin Institute of Philadelphia. List vainly hoped a professor- 
ship of political economy might be provided for him. On the floor 
of Congress in 1828 Cooper’s close friend, the great entrepreneur 
General James Hamilton of South Carolina, exclaimed: “We appear 
to have imported a professor from Germany, in absolute violation of 
the doctrines of the American system, to lecture upon its lessons.” 
List’s local congressman did not defend him. Worst of all was the 
mistake of putting the famous Jefferson letter of 1816, to Benjamin 
Austin, in the treatise, for the southern critics quickly brought to 
light Jefferson’s subsequent letters denouncing protection root and 
branch. 

But the Pennsylvania Society was willing, in fact enthusiastic, that 
List prepare proper textbooks. The important interests of the United 
States, it declared, are suffering from a lack of “sufficient dissemina- 
tion of the true principles of Political Economy,” whereas the ene- 
mies of the American System ceaselessly promote the republica- 
tion and dissemination of the maxims of Smith, Say, and other writers. 
So they have urged Professor List to prepare an elementary work for 
the use of schools, and also a more elaborate treatise, and have called 
on members of Congress and institutions of learning to back the enter- 
prise with subscriptions. 

In an advertisement of his major book, to be called “The Ameri- 
can Economist,” List said it would reveal “the errors and imperfec- 
tions of that system of which Napoleon said: If an empire were of 
granite, it would be ground to dust by following its precepts.” 

While Ingersoll repeatedly complained of List’s negligence in pre- 
paring the much-needed treatise, List was busy promoting a railroad 
company to develop some anthracite coal deposits he owned to sup- 
ply the export market. 

Having supported Jackson for the presidency in 1828, List felt he 
ought to be given a diplomatic post to France to push American in- 
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terests, including a market for American coal. He sent Jackson a 
printer’s proof of the introductory chapter—the only one that ever 
reached the printer—and informed the President that his aim in the 
chapter had been to show how England had risen from a mere 
colony of the Hanseatic League to the leading naval, commercial, and 
manufacturing power, and to trace the path this country must follow 
to arrive at her great destiny. 

If given a French post, he informed the President, he would con- 
tinue to write in opposition to the English monopoly and would 
report to America any technical developments in the new means of 
transport—railways and steamships. But his special aim would be to 
improve commercial intercourse between the United States and 
France, promote the importation of anthracite by France, and induce 
the French government to build railroads from the seaport to the in- 
terior. He would also attempt the same objectives in the German 
states and seek to promote a better organization of German emigra- 
tion to the United States. ' 

But the best post he could obtain was the unsalaried consulship in 
Leipzig, where he spent much of his time in journalism and promotion. 
His affairs did not prosper. He felt disgusted with the refusal of the 
Wiirttemberg government to restore his citizenship. When the crash 
of 1837 reduced his income from his investments in the coal mines 
and navigation company, he was willing to return to America if he 
could get a translator’s post or even an academic position teaching 
German. But he finally went to France, where, between his many 
enterprises and promotions, he began to write his “system of po- 
litical economy.” For a while he thought of writing it in French, 
and apparently it would have been called a “French Political Econ- 
omy.” But in 1841, after returning to Germany to push his various 
schemes, including railroads and commercial treaties, he published 
his work in German under the title which in translation was The 
National System of Political Economy: International Commerce, 
Commercial Policy, and the German Zollverein. What was supposed 
to have been the “American political economy” was now “German 
political economy,” but the nationality made little difference. 

Manufacturing power, he declared, promotes science, art, and 
political development; increases well-being of the people, the popu- 
lation, national revenue, and national power; provides the country 
with the means of extending its commerce throughout the world, of 
founding colonies, nourishing the fishing industry, shipping, and 


584 THE ECONOMIC MIND IN AMERICAN CIVILIZATION 


the navy. Through it alone can home agriculture be highly de- 
veloped. But it would be folly to help home agriculture directly by 
protection. Since agriculture can be advanced only by developing 
home manufactures, the exclusion of foreign raw materials and agri- 
cultural products, by raising the cost of domestic manufactures, in 
the end can only depress home agriculture. 

If a nation has a relatively small territory and limited resources, it 
_ cannot apply the protective system successfully until it has first sup- 
plied its deficiencies by conquest or treaty. Of course, not all areas 
could rise to be great naval, commercial, and manufacturing nations. 
These are limited to the temperate zone because its climate is the 
natural home of physical and mental effort. But the tropics, while 
ill-suited for manufactures, possess “a natural monopoly” of valua- 
ble agricultural products in demand in the temperate zones. This ex- 
change of the manufactures of the temperate zone for the products of 
the tropical “colonial goods” is the best example of “cosmopolitan di- 
vision of labour and co-operation of powers, of international trade 
ona large scale.” 

This policy, he said, appears superficially to leave the tropics in a 
state of dependence. But this dependence is dangerous only if all 
manufactures, commerce, and sea power are monopolized by one 
nation. Thus the dependence of the weaker tropical nations will be 
harmless, indeed will disappear, as more nations of the temperate 
zone become equal in manufactures, commerce, shipping, and po- 
litical power. But a “nation is rich and powerful in the proportion in 
which it exports manufactures, imports raw material, and consumes 
tropical products.” ¥ 

Five years later, plagued with the feeling of failure, List committed 
suicide, But not many years passed before he was worshiped in Ger- 
many as the greatest German economist, the source of the new and 
supposedly unique German political economy of national power. 

The American System had been turned easily into the German 
system. 


WILLIAM JENNISON’S MANUAL FOR THE COMMON SCHOOLS 


Meanwhile, in Pennsylvania, as in Maryland, there was an attempt 
to provide a simple version of the American System for the lower 
schools. To this task, William Jennison (1757-1843), Harvard gradu- 
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ate, Revolutionary War officer, and Philadelphia schoolteacher, gave 
his talent. In 1828 he printed at his own expense a seventy-eight-page 
booklet called An Outline of Political Economy. He praised high 
tariffs and state aid for internal improvements. National wealth, he 
declared, is the aggregate of individual wealth. This proposition he 
interpreted to mean that if one branch of industry, notably manu- 
factures, is allowed to be depressed by extremely low prices, all other 
branches of industry will suffer. The producers in the affected in- 
dustries will either enter the other industries or be unable to pur- 
chase the products of the other industries. Thus the low prices re- 
sulting from excessive competition are bad, but a gradual reduction 
is good. Corporations are desirable because, with their great resources, 
they can withstand those disastrous fluctuations of trade and meet the 
excessive competition which often proves fatal to individuals and 
smaller establishments by withholding their articles until the price 
rises. 

Jennison was enthusiastic over the Bank of the United States; but 
he held that there were too many banks of issue. Their “excessive” 
issues, by raising the price of labor and perhaps of raw materials, 
have arrested the advance and progress of our manufactures and agri- 
culture, he wrote. Many states are sinners, especially Pennsylvania. 
As for the mass, the remedy is a general elementary education of all, 
rich and poor, at state expense, as in New England and New York. 
It should include the elements of reading, writing, English grammar, 
arithmetic, geography, and sometimes Latin and Greek. Anything 
else of importance to the useful arts might be added. 

He could hardly hope for a good market after stating that Vir- 
ginia has fallen behind northern states in wealth and population be- 
cause of slavery. 


WILLARD PHILLIPS: CONVERTED PROTECTIONIST 


Leadership in the literature praising the American System toward 
the close of the twenties passed to the region which had originally 
led the attack on it. Willard Phillips (1784-1875) reflected admirably 
the process of evolution in the economic theory of New England. He 
was graduated from Harvard in 1811 and remained there for the next 
five years as a tutor. At the same time, he studied for the law and was 
a contributor to and editor for leading New England journals. His ar- 
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ticles ranged from literature to theology. He served in the state legis- 
lature and was a judge. He became an expert on marine insurance, 
patent, and admiralty law. 

Phillips’s general social philosophy was epitomized in his descrip- 
tion of William Godwin as writing “with the air of a conspirator 
against the moral government of world.” He views “the order, the 
beauty and learning of the social system” as Satan viewed “the de- 
lights of Eden . . . as something to be blasted and spoiled.” ** During 
the War of 1812, in characteristic Federalist fashion, he publicly 
justified the refusal of the Federalists to purchase government bonds 
on the ground that it was “neither safe nor honourable to lend. money 
to gamesters.” The embargo, Non-Intercourse Act, the war, and the 
seizure of Spanish territory which endangered New England’s profit- 
able trade with the Mediterranean were destructive of the country’s 
great commercial interests." 

Phillips was also a characteristic New England rather than Penn- 
sylvania Federalist in his opposition to Bollmann’s scheme for a pri- 
vate national bank to issue inconvertible notes. To demolish Boll- 
mann’s scheme, he commenced with a discussion of the theory of 
value which resembled Bollmann’s. The economists have abandoned 
the distinction between real and fictitious value because the ground 
of desire is a matter of taste, he said. The value of an object is its mar- 
ket price. Consequently the value of coin and bank notes is no more 
fictitious than that of bread. But bank notes, like mortgages and bills 
of exchange, are titles to property, not property. Specie, however, 
is a commodity of merchandise which the universal suffrage of man- 
kind has made money. Consequently the value of bank notes depends 
on convertibility. Under inconvertible currency, business calcula- 
tion is impossible and is replaced by speculation. True, the suspension 
of specie payments by the Bank of England saved England, but that 
was an exceptional case. 

But the success of this suspension established a new fact in political 
economy—namely, that a nation could under certain circumstances 
suspend specie payments and still preserve its credit and not ma- 
terially depreciate its currency. But it succeeded in England because 
of the support of “public opinion.” All intelligent men in the leading 
lines, knowing that the government was implicated with the Bank and 
they themselves implicated with both, not only approved the increase, 
but also formed associations to continue to receive the notes of the 
bank at their nominal value. When we become so implicated with 
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our government and when a similar crisis arrives, it will be time 
enough to resort to a paper standard; but in that case the same princi- 
ple would suggest that the government directly issue the paper rather 
than turn over the sovereign function to a private profit-making in- 
stitution. 

Bollmann’s provision for one bank is unwise, for the competition 
of banks prevents fraud and overtrading. Some argue that the great 
number of banks, by making legitimate banking less profitable, en- 
courage speculation to make a normal profit. This is an argument in 
favor of any monopoly. But it need not be feared that banks will re- 
sort to vicious practices and overtrading so long as notes are con- 
vertible.?® 

The proposal of the Madison Administration to charter a new 
private national bank with convertible currency met with his grudg- 
ing approval. At least the Administration should acknowledge the 
wisdom of Hamilton, for the Jeffersonian party had arisen in op- 
position to his salutary principles. 

During the depression of 1819, Phillips defended freedom of trade 
against those who criticized New England’s highly profitable East 
Indies trade on the ground that it drained the country’s specie and 
caused distress. Those attacks, he said, rest on the long-exploded 
notion of a balance of trade. 

The main cause of disturbances in our pecuniary system is an 
abridgment of credit. This cannot be cured by legislation. Credit 
is essential to the country’s prosperity; but where business is done 
on credit the whole economic fabric is involved because of the inter- 
dependence of al] debts and credits and transfers of property. Though 
each dealer’s proceedings are secret, yet each one’s design affects the 
rest. In proportion as each design is well formed and each calculation 
made accordingly, the whole system will move harmoniously, and 
increasing confidence and prosperity will result. But when from 
some change people suddenly become more cautious and distrustful 
of each other, the breakdown of the credit system results in a scarcity 
of money, not because of the scarcity of treasure, but because of 
the extraordinary demand for cash payments. 

Insistent that “the public interest coincides exactly” with that of 
the merchants, Phillips on every occasion called for the extension of 
commerce.?® If the revolutions in South America are successful, the 
United States will gain from free access to their resources and an 


open commerce. 
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Similarly, we should seek access to the now-barred Black Sea trade 
with Russia. Unlike England, who intrigues for exclusive privileges 
in foreign countries by diplomacy and her navy, we are satisfied 
with the returns of free competition from our natural advantages 
and the superior skill and economy of our merchants and navigators. 
Thus the government should adhere strictly to freedom of trade. 
Naturally, in this early period, he described Adam Smith’s The 
Wealth of Nations as “remarkably profound and ingenious.” 7 

But the national wealth should include more than a mere inven- 
tory of income or profit-yielding physical objects—that is, property 
or capital as ordinarily understood. It should also include those ca- 
pacities and skills which contribute to the further acquisition of prop- 
erty, such as teachers so long as they get an income. 

With this conception of national wealth, and as great manufactures 
became a dominant interest in New England, Phillips had no diffi- 
culty in moving over to the American System. In 1828, the year 
of the Tariff of Abominations, Phillips presented his new faith in 
A Manual of Political Economy, with Particular Reference to the 
Institutions, Resources, and Condition of the United States. 

Phillips traced his change to his reinvestigation of the science. Re- 
calling this period two decades later, he wrote: “Being then imbued 
with the economical creed . . . taught in our public seminaries, I 
had occasion to attempt its vindication, against the aggressions then 
supposed to be made on commerce . . . through protective legisla- 
tion.” But, after restudying the subject, he had become converted to 
the opinions attacked and became thoroughly convinced that the 
“science . . . consisted very much of groundless postulates and 
sophistry.” ** However, he was careful to state that, while he was in- 
terested in giving the practical principles of the science adapted to the 
United States, he did not mean “that the principles of one country are 
wholly different from those of another,” but that many of them are of 
great importance in one and small importance in another, and that 
others, again, have a practical application in some countries and are 
totally inapplicable elsewhere. In Phillips’s hands, the familiar prin- 
ciples of economics underwent only such modification as made room 
for his brand of protectionism. 

Phillips’s old theory of value was the starting point of the dis- 
cussion: Value and price are determined by effective desire or 
demand and limited by supply and more remotely by the average ex- 
penses of production, including rent. Phillips treated rent as a justifi- 
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able cost in the fashion of Cardozo and Tucker; and, like them, he 
expressed contempt for “the somewhat metaphysical and now ex- 
ploded theory of rent of Ricardo.” 

Because of the highly competitive character of the market, success 
and profits do not result from chance, but from skill, activity, and 
economy. Consequently great incomes and fortunes are not objec- 
tionable. Speculation normally has the effect of narrowing extreme 
and fluctuating variations in prices which cause bankruptcies and 
derangements of the processes of production and exchange. Since 
credit is the basis of modern production, the community must give 
perfect security to venders and lenders and guarantee the obliga- 
tion of contract. Thereby capital freely circulates and flows to those 
who can use it most advantageously. 

He redefined his conception of national wealth to fit in with Ray- 
mond’s. It included more than the objects of property of purchase 
and sale; it included also institutions and habits, such as the sanctity 
of contract, the protection of property, and the familiar virtues of 
saving, thrift, and industry in the mass of people. 

The greatest error of the orthodox economists is their half- 
intelligible speculations on the subject of capital. Capital is essential, 
he said; but if the moral and physical powers of a nation can be 
aroused to an intense energy of accumulation they will supply the 
capital—more accurately, they will increase the available capital 
which is always deficient. “If the emperor of Cochin China wishes to 
construct a canal, he does not sit down computing the capital of his 
kingdom, with the dry and sterile sang froid of Mr. Ricardo,” but, 
ordering twenty to thirty thousand of his subjects to build it, he has 
it constructed in record time and probably no speculations are made 
in his empire on the subject of capital or surplus produce during the 
whole process; and the result is, either that his subjects are fed, 
clothed, and lodged a little less comfortably, or worked a little 
harder that year than usual, as a compensation for which they have 
a canal. The emperor, being a person of absolute authority, can con- 
centrate the energies of his empire on any point. The will, the firm 
unconquerable resolution of a democratic people, may be a sub- 
stitute for a despot’s authority in this respect, and “rouse, concen- 
trate, and direct their moral and physical power, which is their living 
and inexhaustible capital,” to equally as intense action and as mag- 
nificent results. “But the difficulty is to stir this lethargic giant, the 
public, into action . . . and animate him to wield his mighty powers 
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with uniform and sustained efforts”—that is, by such instruments as 
tariffs, appropriations by government for internal improvements, 
and similar aids to energetic businessmen to enable them to make a 
proper distribution of labor.?® 

The moral energies center in men of large capital and skill. If 
the community lacks a sufficient number of members of adequate 
means and capacity for projecting and executing the enterprises for 
which the country otherwise offers adequate resources, the resources 
will not be developed. The Canadian Indians are too improvident to 
cultivate their soil, but if they had “men capable of directing their 
industry to employment profitable to their employers they would be 
very useful productive agents.” 

Of course, government must not directly control business in gen- 
eral or in detail. It would be absurd for the government to prescribe 
how much ground each farmer should proportionately devote to 
meadow land, pasturage, corn, or barley. But supplying funds for 
internal improvements and giving protection from foreign compe- 
tition does not fall under this ban. 

Not all industries should be protected. Naturally the industries 
requiring protection were those in which New England was inter- 
ested—textiles—and not metallurgical tools and instruments. Phillips 
argued that most industries, with the gradual progress of society, be- 
come established successfully without such aid and grow in size 
and skill with the growth or the needs of the community. But 
textile manufactures require an initial heavy investment of fixed 
capital and must import at the start expensive skilled labor, and of 
course must pay the high prevailing rate of wages. Consequently 
many years must elapse before the industry is so perfected as to sell 
cheaper than imports. But even after this point is achieved, the public 
still has an interest in maintaining the national monopoly. Though 
we already sell a host of manufactures abroad in competition with 
the French, English, Dutch, and German manufactures, still if the 
duties are removed or reduced the foreign countries could engage 
in dumping. 

In fact, excessive competition within a country in a great branch of 
national industry is bad even if limited to domestic products. Such 
competition will reduce profits below the ordinary rate and will not 
only bring ruin and suspension of production to the specific industry, 
but, because of the interconnections of industry through credit, will 
spread distress throughout the whole community, throw great masses 
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of workmen out of employment, and thereby introduce discontent, 
distress, and riot. Thus, though the consumers may purchase goods 
at a lower price because of the competition, they suffer the most in 
the end. 

It would be ideal if a country could establish such a system of 
economy that all branches of industry should afford constant em- 
ployment to all workmen and uniform profits to the undertaker. 
But this is not attainable. “The value of a commodity is perpetually 
rising and falling, constant ebbs and floods, and occasionally spring 
tides and neap tides, succeed each other in commerce as well as in 
the ocean.” 

On the other hand, the West is unwarranted in complaining about 
a scarcity of money because its difficulties are due to imprudence 
and to great expectations in land speculation. So it foolishly and 
viciously demands paper issue, stay laws, and land banks and blames 
the country’s distresses on the export of specie to India and specie- 
paying banks. 

Stay laws or relief laws are violations of contract and pernicious 
political nostrums which aggravate the evil. They are used in cases 
“which cannot be relieved by any treatment and are better left en- 
tirely to the constitutional energies of the patient.” The Supreme 
Court, led by venerable Chief Justice John Marshall, rightly hold 
such laws unconstitutional, and the violent declamation of that area 
against what it calls the judicial tyranny of the court is merely a 
sign of the fear of justice. 

Phillips defended the existing banks on the rather novel ground that 
they can more promptly than individual lenders foresee a depression 
and take steps to reduce the impact. Where the great mass of loans 
is made by private moneylenders, “they will not so soon, and with 
such concert, take measures against an approaching pressure, as bank- 
ing institutions, by means of which an impulse is almost instantane- 
ously given through the whole money market. The banks serve as 
barometers to show the state of the commercial atmosphere. And 
since business will have its floods and ebbs, and the spirit of enterprise 
and production necessarily be checked, for a time; the more promptly 
an approaching crisis can be seen and provided against, as far as 
practicable, the less the community will suffer.” 

What started off to be a realistic discussion of the effect of the 
public lands on the rate of wages, Phillips soon turned into the con- 
ventional pattern. Contrary to the usual opinion, he argued, it is not 
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true that a “man without capital, who cannot get what wages he 
pleases,” has only to take his ax upon his shoulder and go into the 
forest, and in a few years become possessed of a good farm. 

But, land being cheap, a man can live independently and not only 
obtain support from its cultivation, but grow rich from its rise in 
value. This facility and inducement to purchase a farm drains away 
those who might otherwise become or continue to be hired laborers. 
The number of wage workers being thus prevented from increasing so 
fast, their labor is in more demand and consequently their wages 
higher. With high wages, each laborer, though he begins poor, if 
he is industrious and prudent, may in a few years save enough to buy 
a farm. 

He handled poor relief in a similarly ambiguous manner. Contrary 
to the usual opinion, he thought private charity more wasteful than 
public relief. Private charity can hardly be said to build a sympathetic 
tie between the giver and receiver, since in a populous place there is 
little intercourse and knowledge of each other, and poor relief is gen- 
erally sought after all other resources have been exhausted. But poor 
relief should be founded on the principles of the workhouse to reduce 
costs to a minimum and offer an inducement to avoid relief. 

Saving by the poor is the real answer, and high wages in the United 
States provide the opportunity. The establishment of savings banks 
ought to be celebrated as an event of equal importance with the in- 
troduction of the compass and the invention of printing. Equally 
effective, if not better, is the scheme of a Rhode Island employer. 
This man encourages his laborers to save part of their earnings by 
allowing them interest on their arrears in wages and selling them 
house lots and small tenements on credit. Learning very soon how 
much easier it is to receive interest than to earn wages, many of them 
make strenuous efforts to augment their little capital, and they deny 
themselves every unnecessary indulgence to meet the payments 
on their purchase. They contribute thereby to the capital and the 
moral strength of the community instead of becoming a part of a 
wretched, discontented, turbulent mob. If all employers would fol- 
low that example, there would be less need of the Malthusian checks 
of war, disease, and starvation. 

Phillips claimed, however, that the best remedy of all was educa- 
tion of the poor, in the wide sense of inculcating them with Franklin’s 
writings in economics, which he had edited. Franklin’s lessons of 
economy and thrift, he said, are presented so attractively, and “are 


FOLLOWERS OF THE AMERICAN SYSTEM 593 


so congenial to the ways of thinking of the people, and at the same 
time so striking and so evidently just, that they cannot but have a 
great influence in preserving and perpetuating the calculating, eco- 
nomical habits of his readers.” 

But suppose the laborers do not save? Phillips’s answer was found 
in his comment that, since “the common labourers in England are 
not disposed to save any great part of their earnings to provide for 
their increasing families, sickness, and old age,” it is better for them 
and the community that their wages be at bare minimum subsistence, 
as is done for agricultural laborers in the counties of England. Any 
surplus above this they will naturally spend in riot and intemperance, 
which will reduce the quantity of their labor. 


ALEXANDER EVERETT: MALTHUSIAN CRITIC OF MALTHUS 


Willard Phillips was not the only New England intellectual who 
saw the new light on the tariff. So did Alexander Hill Everett (1790- 
1847), lawyer, politician, diplomat, magazine publisher and editor, 
and college president. Like his younger brother Edward, Alexander 
graduated from Harvard with highest honors and then plunged into 
politics. He loyally supported the War of 1812. With his social and 
financial background, he had little difficulty in obtaining diplomatic 
posts in which he prepared schemes for American expansion and at- 
tacks on the “pessimistic” economics of Malthus and Ricardo. 

While minister to Spain in 1825, he suggested to Secretary of 
State Henry Clay that Cuba could be peacefully obtained by a loan 
to tottering Spain with that colony as the security. Spain’s great em- 
pire was falling to pieces, but he felt that America, destined to reach 
Spain’s one-time greatness, would never suffer that fate because of 
her free institutions. America’s great need was population as the 
source of wealth and power. 

In the United States, he declared in his New Ideas on Population 
(1823), which he wrote in Europe, population has increased rap- 
idly because the political institutions give complete security of 
person and property. Most of the citizens own land; the laborer can 
easily become a proprietor. People naturally want to obtain the 
easily acquired abundance. But this requires steady, unremitting 
labor; therefore “temperance and industry are the general character- 
istics of the people.” These circumstances produce in the individual 
habits of foresight in industry and the capacity of promoting his own 
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interest and that of his family and connections. But the “new school” 
of Ricardo and Malthus asserts that laborers are always and every- 
where condemned by a “standing law of nature” to a wretched sub- 
sistence for the profit of their employers. They base this unsound 
principle, he explained later, on the weakest part of Adam Smith’s 
great Wealth of Nations. 

In the chapter on wages Smith said that, before land is appropriated 
and capital accumulated, the whole produce belongs to the laborer, 
afterward he suffers a reduction because of the shares going to the 
other classes. But, Everett declared, these classes are all partners in 
a joint enterprise and each is rewarded according to his interest in 
the concern—that is, according to his “industry.” Since capital is 
accumulated labor, it receives a share for increasing productivity. 
Thus the laborer gains by the introduction of capital. Since “the 
capitalist and labourer enter the market on a footing of perfect 
equality” each “receives the whole of his product.” 

Smith’s second argument that the wage contract is naturally always 
to the disadvantage of the laborer because employers can more easily 
combine and hold out longer in wage disputes. But in fact the la- 
borers have the advantage because after the dispute they start afresh 
with their whole capital—their personal strength and skill—unim- 
paired; whereas if the capitalist must suspend operations for a single 
day he is ruined. 

Smith’s third argument is that laborers naturally multiply beyond 
employment, and this depresses wages. But the increase of popula- 
tion leads to the growth of cities and manufactures, and these in re- 
turn, through the advantages of division of labor and greater markets, 
reduce the cost of living relatively to the gains of laborers. If living 
were not cheap compared to the return of industry, people would 
not continually migrate to the disease-ridden cities. Thus the increase 
of population on the seaboard has not only covered that part of the 
country with abundance, but has exercised the most beneficial influ- 
ence on the welfare of the interior. The growth of New York, Phila- 
delphia, and Baltimore has scattered wealth and plenty throughout 
Genesee Valley and made the wilderness beyond the Ohio and 
Mississippi to blossom like a rose. It dug the Erie Canal; it will open 
a road through the Rocky Mountains. Thus, contrary to the “un- 
natural and unsocial doctrines” of the “new school,” laborers do not 
multiply beyond employment, but increasing population increases 
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the demand for and rewards of labor and thus augments national 
wealth. 

Stated another way, when the laborers are industrious and temper- 
ate, as in the United States, they can make great gains enabling them to 
raise large families and reach the highest positions in the state. As he 
put it later in the North American Review, Malthus’s abstract specu- 
lations on population do not apply under our free and popular in- 
stitutions because every individual obtains the product of his labor, 
and every improvement in science goes to him. 

But back of the whole process is the power of the great men to 
uplift the mass. In the last analysis, the condition of the mass depends 
on the state of civilization in a country. In general, the individual can 
do but little to raise himself above the standard of civilization, but “the 
standard may itself be elevated by the efforts of powerful minds, 
whose talents and advantages enable them to exercise an extensive 
influence over the opinions and fortunes of others.” 

On the other hand, the same general influence of freedom which 
by diffusing property diffuses security, comfort, and intelligence 
through the mass, opens to the few gifted and lofty spirits a great 
career. In other words, our institutions make for the progress of 
civilization in both of its great constituent elements: the well-being 
of the mass and the high attainments of the few superior minds who 
are fitted by original powers and peculiar advantages of education 
to give direction to the thoughts and labors of the rest.°° 

Cardozo’s “Ricardian” critic, Jonathan Porter, defended Everett 
in 1827 from Cooper’s charge that he overlooked the need of accu- 
mulating capital first to employ the additional laborers. Malthus’s 
ratios might be revised, said Porter, to read that population increases 
arithmetically, while capital accumulates geometrically. This is due 
to the spirit of accumulation which is not to be confounded “with 
avarice or the mere sordid love of property.” This is evidenced by 
the merchants who pursue gain with unabated ardor until their dying 
day. 

To this insatiable spirit of accumulation we owe the vast fabrics of 
opulence rising from every quarter where enterprise is left free, and 
not “to the selfish and calculating motive of comfort and con- 
venience,” as the “new school” argues. The passion for accumulation 
is thus an instance of “the most powerful and persevering principle 
of our nature,” the principle of increasing advancement, the princi- 
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ple which “drew tears from Alexander because he had no more 
worlds to conquer.” ? 

Not long afterward, Alexander Everett temporarily became a pro- 
tectionist. Having lost his diplomatic post with the victory of Jack- 
son, he returned to the United States and became the publisher of the 
powerful North American Review. While it had once been a free- 
trade organ, it now followed the new dominant faith of New Eng- 
land. 

In a review of Phillips’s book, Everett expressed sympathy with 
Phillips’s purpose. But he found the treatise too complex. He held 
that Adam Smith with his labor theory of value was the great au- 
thority, and allowed for sufficient exceptions to free trade to pro- 
vide the case for protectionism. The only objection to Smith was 
that, like so many others in his day who attacked abuses, he had over- 
looked the fundamental principle of respecting law and order with- 
out which society cannot exist. Protectionism, Everett concluded, 
rests on the same principle of protecting property. Manufactures 
will consolidate the population of New England and prevent its un- 
due scattering.”? 

On the other hand, Cooper was denouncing “the notion mongers 
of Yankee land.” He did not mince words. Cooper wrote: “See how 
readily [Daniel] Webster and [Edward] Everett with their solemn 
sabbath day faces can go in and out of every political whore-house 
they meet with, without a change of feature in their unblushable ~ 
baccs:ms 


As the period closed it was a common saying that economics was 
the favorite science of the day. Practically every college included a 
course. As the Brown University faculty put in its report of 1829: 
“Aware of the increasing importance of the science of political econ- 
omy, the Faculty after mature deliberation have resolved to introduce 
it into the course of collegiate instruction. The learned work of Say 
has been adopted as a textbook.” *4 

Say and to a lesser degree other free-trade treatises were the texts 
not only in colleges of a free-trade persuasion, but also in colleges in 
areas where protectionist sentiment prevailed. The protectionists 
could not supply a textbook that was simple, lucid, and in good Eng- 
lish. And there were too many conflicting interests involved in the 
protectionist cause to make it anything more than a jumble of op- 
portunistic moves. 
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The protectionists constantly expressed their regret at lacking a 
good professor of political economy for the cause. The report of the 
Harrisburg Convention stated that its lack of clarity arose in large 
part from this deficiency. McDuffie was perhaps more pertinent 
when, after reading a lengthy involved passage from the report on 
the floor of Congress, he commented that the Harrisburg Conven- 
tion stood “much more in need of a Professor of Rhetoric, than... 
of a Professor of Political Economy.” There was social dynamite in 
a line of argument that stressed the interference of the state unless 
the teacher were extremely skillful. In any case, the free-trade treatises 
contained enough exceptions, especially the infant-industry argu- 
ment, to allow the protectionists to make their case. 

Regardless of any textbook, however, the answers of students of po- 
litical economy depended on the concrete issues and the practitioner’s 
relation to them. Events in the world of affairs as Jackson began 
his presidency were such that the “immutable” principles acquired 
an extraordinary variety of interpretations. 
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BOOK THREE 


From Jackson to the Civil War 


CEASE ER XOX ET 


The Era of Jacksonian Democracy 


ACKSON’S accession to the presidency in 1829 had signified 
little more than a widespread enthusiasm for a great military 
hero. He was a substantial citizen of Tennessee and just as much 

at ease in Washington drawing rooms as in frontier brawls. Men on all 
sides of controversial issues had voted for him. On only one thing 
had he been definite—in his opposition to relief legislation in his own 
and adjoining states. But even strong advocates of relief were among 
his campaign lieutenants. After all, supporters of relief were not 
differentiated by thetr wealth. 

Once in office, however, Jackson showed tendencies that brought 
him closest to the ideals of “free enterprise” that Jefferson had 
espoused before becoming President. It was Jackson who formally 
committed the Democratic Party, as his faction of the old Republican 
Party was now called, to opposition to high tariffs and federal grants 
for internal improvements, which for the most part meant grants 
to private corporations. He also committed it to the elimination of 
the private national bank. In substance, of course, the opposition to 
the tariff and internal improvements turned out to be more formal 
than substantial, but at least it became a part of the party’s program. 

The great leader of the opposition was that other son of the West, 
Clay, aided and abetted by his opponent during the War of 1812, 
Daniel Webster. The conflict was hardly sectional, for there were 
splits everywhere. Though the contestants often put the struggle 
on sectional grounds, as far as the broad program was concerned 
this was no more relevant than the constant attacks on the “moneyed 
aristocracy” in which all engaged. 

The tariff was a burning issue for a while. South Carolinians with 
much zest took up Calhoun’s doctrine of state rights and nullifica- 
tion, or state “interposition,” as he preferred to say. The ardent 
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in 1831, while those opposed to nullification established the “Union 
and State Rights Party.” Both parties agreed that the tariff for pro- 
tection must go. But the latter included a number of surreptitious 
protectionists, especially one of its organizers, Hugh Legaré, whose 
sympathies with the aristocratic Federalist tradition had been forti- 
fied by travel and study in Europe. He said in a speech in 1831 that 
he used to believe that the tariff was in the competency of Congress, 
but after more “mature inquiry” he had changed his mind. He also 
said in an unsigned article in the Southern Review, which he edited, 
that the dominant viewpoint of Cooper and his school did not really 
represent the sound economics of J. B. Say. The bad effects of im- 
ports, Legaré thought, are counteracted by the savings they induce 
as regards other and luxurious articles of consumption. Thus, if 
broadcloth is doubled in price, the consumer will doubtless wear as 
many coats as before but go to the theater less and pay less rent.* But 
even Legaré was very careful to assert that the existing tariff bur- 
dened the South. This did not save him from caustic criticism backed 
by withdrawal of financial aid from his journal. 

In the North not a few supported the South Carolina state rights 
philosophy; most curiously of all, Condy Raguet, the ex-Federalist. 
Raguet had entered the consular service in 1822 but had gotten into 
difficulties and been forced to leave in 1827. He returned to Phila- 
delphia and to his old occupations of journalist and pamphleteer. He 
started a series of journals to advocate free trade in the name of 
“state rights and strict construction of the Constitution.” These jour- 
nals included the Free Trade Advocate and Journal of Political Econ- 
omy, the Banner of the Constitution, the Examiner and Journal of 
Political Economy, and finally the Financial Register. 

Raguet was continually declaiming that if the northern critics of 
the South knew the science of political economy, they would realize 
that protective tariffs along with federal aid for internal improve- 
ments damaged southern interests and were thus unconstitutional. 
Unfortunately, politicians ignorant of economics think that nature 
and private interest can do nothing, but that the law must do every- 
thing. 

Since only by economics can the tendency of law be known, it 
follows that no one should be a judge, legislator, or statesman who is 
not grounded in political economy. Raguet said that we should look 
to Charleston, which is already “more conspicuous for able writers 
in political economy and constitutional law than any other city of 
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the Union.” In the pages of his Banner of the Constitution was ex- 
pressed the hope for a return to the days before 1816 and its tariff, 
when the government was in the hands of political economists; but 
now the “political arithmeticians,”’ mere statistics collectors, hold 
sway. Those denouncing the “orthodox system of the economists” 
and shouting the noisy dogmas of the multitude are “intellectual 
pygmies” of the lowest grade. Incapable of “comprehending the 
simplest definitions of the books,” they “splutter about the visionary 
absurdities of Smith and Ricardo.” 2 

A great free-trade convention was held at Philadelphia in 1831. 
Present were leading so-called free-traders, including Gallatin and 
the translator of Say, Colonel Clement C. Biddle. Raguet was secre- 
tary. But the memorial agreed upon was far from clear-cut. South- 
ern extremists argued that the tariff was unconstitutional as well as 
unsound economics, but northerners like Gallatin who had once 
espoused tariffs questioned both “extreme” positions. Its constitu- 
tionality, they declared, had long been assumed, and they quoted 
especially Madison’s support of their position. Various justifications 
were also offered for some kind of a protective tariff within limits. 

Clay’s 1832 measure removed some of the “abominations” in the 
1828 act as far as the great manufacturing interests were concerned, 
but South Carolina declared the law void within its borders. Jack- 
son asserted that he would maintain the Union and its laws, but at 
the same time called on Congress to revise the tariff so as to limit its 
“protective” character ultimately to articles needed for war. Beyond 
that limit, he said, the system produced discontent. So the opposing 
forces of Clay and Calhoun, who had in common a hatred and fear 
of Jackson, agreed to the compromise tariff of 1833 whereby duties 
were to be gradually reduced over a period of ten years toa “revenue” 
standard of 20 per cent. 

Raguet’s old friend Mathew Carey, after having once approved 
such a compromise, bewailed the stupidity of the wealthy manufac- 
turers in begrudging funds to subsidize protectionist publications. 
The result has been that they have “not only laid the industry of 
the country prostrate at the feet of the manufacturing nations of Eu- 
rope, but have enabled a few ambitious demagogues to destroy the 
dignity of government and . . . secure its destruction at no distant 
day.” He was especially incensed at the refusal of these “overgrown 
capitalists” to reimburse him at least in part for his expenditures in 
defending their cause.* Not only did they treat him as a hireling 
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scribes they also berated him for encouraging competition from 
the South by advocating the use of slaves in ie factories. This he 
felt would make the South friendly to manufactures and the tariff, 
and also tend to better the condition of the slave by raising their 
value.* 


The great contest of the period was over the rechartering of the 
Bank of the United States. Jackson, it turned out, entertained the 
old-fashioned notion that the only money should be the “constitu- 
tional currency” of specie, not paper. He felt the bank had failed _ 
to perform its function of supplying a uniform currency. But as be- 
fore the controversy in its broader aspects had its origin primarily in 
conflicting financial interests. 

In a sense the struggle was also the counterpart of a similar contest 
in England over the Bank of England. There advanced opinion in 
the person of highly respectable economists, bankers, and merchants 
had long argued that the Bank of England was not a fit regulator of 
the currency so long as it was at the same time a commercial bank 
making discounts. On this basis, Ricardo, his disciple McCulloch, 
and others advocated that the note-issuing power should not be in 
the hands of the bank but should be turned over to an independent 
and truly national body, but of course be maintained on a specie 
basis. Of this and other phases of the contest in England, the able 
American controversialists were aware, but the whole matter was 
obscured by polemics. 

The former Federalist, Robert Walsh, who got loans from the bank, 
apparently was willing to publish in his Azzerican Quarterly Review 
anything Biddle might desire.* Gallatin, complying with a request 
for an article, prepared with the aid of material from Biddle a learned, 
enthusiastic defense of the bank for the December 1830 issue.* The 
bank purchased for distribution from the publisher—none other than 
the Carey firm—ten thousand reprints in pamphlet form entitled Con- 
siderations on the Currency and Banking System of the United States. 
Many economists of note were asked to prepare essays for the jour- 
nal, and these were also reprinted and distributed at the expense of 
the bank. 

In 1832, though the charter had four years to run, the pro-bank 
forces pushed through Congress a recharter measure, with the aid of 
fiery exponents of nullification and state rights like McDuffie of 
South Carolina, as well as northern “loose constructionists.” Jackson 
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vetoed the measure over the opposition of most of his cabinet, in- 
cluding his Secretary of the Treasury, Louis McLane, who had bit- 
terly opposed any investigation of the bank in 1819. The presiden- 
tial and vice-presidential candidates of the “National Republicans,” 
Clay and Sergeant, were loyal supporters and beneficiaries of the 
bank, and they made recharter the chief issue. The journalist and his- 
torian, Richard Hildreth of Boston, who was no friend of Jackson’s, 
declared that the bank “resolved to leave no means of victory untried. 
The services and good will of the . . . leading editors in the coun- 
_try were secured, by loans upon favourable terms, or doceurs” in 
the shape of payments for printing.’ 

Raguet joined the “state rights association” and denounced the 
“despotism” of Jackson and mourned for the return of “Mr. Jeffer- 
son and his principles.” On the other hand, the anti-nullificationist, 
Madison, protested against Jackson’s veto and reiterated the now- 
familiar defense of acquiescence for the constitutionality of the bank. 
Nathaniel Chipman, his old political enemy, in his revised edition on 
the principles of government, now applauded Madison as a great 
authority on the Constitution on a par with Kent. He phrased Madi- 
son’s defense to read: “If a construction of the Constitution has pre- 
vailed, has been acted upon and acquiesced in for a reasonable length 
of time, it is to be considered as a precedent in the case.” To this 
Chipman then added: “If, in addition, it shall have been approved by 
a course of judicial decisions, it has then acquired all the sanction, 
all the force of a rule of the common law—a common law precedent, 
and can be thereafter changed by that power only to which is re- 
served the right of altering and amending the Constitution itself.” § 

The re-election of Jackson did not end the bank’s efforts. So in 
October 1833 Jackson ordered the government deposits removed to 
selected state banks preparatory to its winding up, but he was forced 
to remove two pro-bank secretaries of the treasury in succession 
before action was taken. Among his most effective charges was that 
the bank had used its funds to corrupt the press in the 1832 election. 
The bank’s protagonists set up the cry of executive usurpation and 
despotism, though Biddle in 1811 in the old battle over recharter had 
argued that the right of removal evidenced the effective power of the 
government to prevent the bank from being an “irresponsible cor- 
poration.” Southerners like Calhoun and McDuffie, who shouted 
state rights and nullification on the tariff, fell back on Thomas 
Cooper’s familiar doctrine that, while the bank was unconstitutional, 
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it was necessary. Better still was the argument that Jackson’s actions 
were far more unconstitutional and despotic because he was usurp- 
ing the powers of other divisions of the federal government. 

Daniel Webster had wanted to read his Federalist comrades out of 
the party in 1816 for voting for the second Bank of the United States; 
now he saw the nation crumbling to pieces if recharter failed. He was 
reported as saying in the course of the controversy that if Congress 
takes care of the rich, “the rich will take care of the poor.” On this 
point he was ably defended by Noah Webster. “What would become 
of the poor without the rich?” exclaimed the lexicographer. “How 
would they subsist without employment, and how could they be 
employed, without the capital of the rich? Who but the wealthy 
can pay the public expenses? Who can furnish the capital for canals, 
and railroads, and all other public improvements?” Without the aid 
of the wealthy, the poor would perish or be doomed to savagery.° 

Jackson’s personal advisers were denounced as a greedy insidious 
“kitchen” cabinet who secretly plotted to overthrow the republic. 
Mathew Carey and John Sergeant headed a deputation of citizens to 
congratulate Clay, on his arrival in Philadelphia, for his fight against 
grinding despotism. Clay replied: The time has come to decide 
whether the Constitution, the laws, and the checks they have re- 
spectively provided shall prevail, or the will of one man shall have 
uncontrolled sway. The greatest exertions are necessary to maintain 
“the free institutions inherited from our ancestors.” ?° 

About the same time, Biddle, pleading the need to safeguard the 
bank’s solvency, began what has been called by later students an “ex- 
traordinary contraction” of its loans.'t Money pressure followed, and 
the bank’s supporters in Congress, notably Senator Theodore Fre- 
linghuysen of New Jersey, later president of Rutgers College, cited 
the bank’s strength in the storm as further evidence of the need of 
rechartering the bank to save the country. 

The bank forces had little difficulty in having memorials pour into 
Congress from all parts of the country. With Mathew Carey and 
Robert Hare among the promoters, a memorial to Congress was pre- 
pared early in 1834 of “merchants, mechanics, manufacturers . . . 
and others” of Philadelphia, that the government deposits be re- 
stored. The petitioners claimed that the prevailing distress had been 
caused by the removal of the deposits and not by the bank’s reduc- 
tion of loans. They declared that the industrious people, especially 
those dependent on daily exertion for support, were threatened with 
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extreme want and many were already in the position of having to 
depend on a “scanty and degrading charity.” Congress could pro- 
vide the necessary relief only by rechartering the bank.?? 

Carey’s old friend Raguet saw eye to eye with the group on this 
issue. Within the limits set by the degree of expansion in England, 
the power of expansion of bank issues in the United States is in pro- 
portion as people believe the paper is good, he wrote in his journal, 
the Examtiner. If this belief is withdrawn, a scarcity of currency arises 
because of the return of the bank notes for redemption, and prices 
fall disastrously. So Jackson’s action, by destroying “confidence,” 
caused the distress. 

Raguet became especially incensed at “intelligent people” who 
sustained the President’s action, and at leading reputable papers such 
as the New York Journal of Commerce, who felt that Biddle had con- 
tracted loans unnecessarily. So he published a general lecture on pan- 
ics. In every country where credit, which is one of the most pow- 
erful productive agents, enters extensively into the transactions 
of people, there must always be a liability to panics. The effect of a 
panic is to engender doubts as to the solvency of banks and indi- 
viduals. This leads to demand for redemption of bank notes, and the 
banks in turn must press their debtors, and a general stagnation of 
business results with its terrifying unemployment. 

Now, when panics occur from causes which arise in the natural 
course of contingencies, the probability of which the public has 
an opportunity of judging, they can be met by precautions, as a 
mariner takes in sail when he sees a storm brewing. Thus the expected 
winding up of the Bank of the United States in 1836 was an event 
foreseen by everyone who was not blind, and all prudent men would 
have prepared for the necessary reduction of loans. But no prudence 
or foresight could have saved a man from Jackson’s experiment, 
coming as it did on an unprepared community and thus acting with 
several times the force a mere winding up of the bank would have 
had:18 

Biddle began informing his friends that all opponents of Jackson 
should join together to save the country. As a name for the com- 
bination, “Whigs” was suggested in 1834 by James Watson Webb, 
stock speculator and editor of the Morning Courier and New York 
Enquirer, who changed his mind on the bank after getting a loan 
from it. Of course, the name Whig was supposed to indicate that 
Jackson and his supporters were Tories and that bank forces were 
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the heirs of the revolutionary patriots. Under the banner of the 
Whigs marched the “nullifiers” and the “nationals.” Jackson’s tem- 
porary Secretary of the Treasury, Roger Brooke Taney, sardonically 
noted that Clay and Calhoun were joined in a common front to fight 
the “despot” even though the doctrine of nullification which Jackson 
had challenged had been called forth by the “national” activities of 
Clay. 

Already Raguet, the ex-Federalist, had denounced Jackson as a 
Federalist following in the footsteps of Hamilton and Fisher Ames. 
He, too, believed that the bank was not constitutional, but Jackson’s 
actions in removing the deposits was even more unconstitutional, for 
such action attested to the joining of the purse and the sword. 

But by the time of the congressional elections of 1834, the issue had 
obviously become whether Biddle and the bank or the government 
was to be the supreme power in the nation. Biddle’s attempt to cause 
a credit contraction had alienated the support of many respectable 
figures, including bankers. A typical opinion was expressed by A. B. 
Johnson, then an upstate New York banker: “I care not whether 
the Bank be constitutional, or unconstitutional, a necessary fiscal 
agent, or unnecessary; whether the public deposits were rightfully 
removed by Government, or wrongfully—these questions are all 
merged in the greater issue, of whether the country shall be coerced 
to grant the Bank a recharter.” Irrespective of any great services the 
bank might render, the question is whether the government should 
conquer the bank or the bank conquer the government. 

The elections turned in favor of Jackson. Biddle, however, got a 
state charter from Pennsylvania by the use of the arguments and in- 
ducements that had failed in 1811-1812. 

Meanwhile the forces of Jackson, led by Senator Thomas Hart 
“Bullion” Benton of Missouri pushed two movements that they 
thought would secure “hard” money. One was the old notion of 
eliminating small bank notes. The “theorist” of this old movement 
was William Gouge, former editor of a Jackson newspaper and 
Treasury official, who was primarily interested in preventing new 
banks, especially in country areas. His general philosophy was that 
convertible bank notes were almost as bad as inconvertible notes. 
Bank notes drive out specie, he argued; and if the bank notes are 
eliminated, enough specie would flow in for the needs of trade; re- 
sponsible private bankers instead of irresponsible corporations would 
perform all the necessary banking functions. 
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Convertibility is a meaningless term, for in a period of depression 
the banks are forced to suspend, to the bankruptcy of many. Specie 
payments place a limit on bank issues, but this is insufficient to pre- 
vent expansions and contractions which produce ruinous fluctuations 
of prices; and the very means by which the bank paper is kept con- 
vertible inflicts great evils on the community. Neither legislative 
controls nor discretion by the directors can prevent these fluctua- 
tions, for bank credit as a branch of commercial credit is “affected by 
all the causes, natural and political, that affect trade, or that affect 
the confidence man has in man.” 

The bank notes, however, should be eliminated gradually; for if 
all notes are immediately eliminated, the financial structure would 
collapse. Gouge estimated that ending the notes under a hundred 
dollars should take ten years. Even if it took thirty years, this is only 
a short period in the lifetime of a nation.1* This movement, which 
most of the respectable leaders and monetary experts, including Gal- 
latin, professed to support, met with little success, for each party was 
split, and good Whigs argued that small notes were convenient and 
necessary. 

The ardent exponents never thought of an exclusively specie cur- 
rency. Such a resulting scarcity of circulating media has always re- 
strained enterprise and arrested the march of improvement, said the 
New York Senate Committee of Banking and Insurance in a report 
approving a bill to eliminate notes of five dollars and under. But 
eliminating small notes would prevent panic and the wider expansion 
and contractions of an embarrassed currency with the consequent 
loss of specie because, since the mass handles small bills, their sound- 
ness might be doubted, and thus there is always the danger of their 
being returned to the bank for redemption. Furthermore, the measure 
would reduce the urge for bank charters.’ 

But there was one measure the Administration forces thought 
would certainly bring a hard-money currency—namely, readjust- 
ing the mint ratio between gold and silver in favor of gold. It was 
argued that gold had disappeared because the existing mint ratio of 
15:1 was under the market rate. Consequently the value of gold should 
be raised to 16:1. This would in effect increase the nation’s specie 
because the people would use gold coins instead of bank notes, which 
they now prefer to carrying large amounts of silver. 

The measure was passed, but the ratio was opposed by almost all 
outstanding controversialists, at least in the North, irrespective of 
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whether they were for or against the bank. Gallatin, who had fa- 
vored readjustment to 15.6:1, in his essay defending the bank, 
thought the rates were too high. Both Gouge and Raguet argued in 
effect, like Thomas Hutchinson in colonial days, that a bimetallic 
standard was an absurdity, for no law can fix the value between the 
two metals any more than between two commodities. Since silver is 
the money in which our contracts and accounts are kept, it should re- 
main the effective standard. In fact, gold, in the spirit of our laws, 
has been considered a subsidiary currency, its value being computed 
in silver dollars. But the new ratio, in overvaluing gold, would drive 
silver from circulation and make gold the money of account and 
contract. Worst of all, the revaluation would open the road to the 
pernicious doctrine that government sets the value of money. This 
would impair contracts and breach the public faith as related to all 
public creditors and officers’ salaries. Raguet labored hard to per- 
suade his many readers in Georgia, North Carolina, and other gold- 
producing states that they would not gain ultimately from the 
measure, since market value is the ultimate regulator, but they and 
Congress remained unconvinced."* 

The Administration organ, the Washington Globe, declared that, 
since Latin America had broken from Spain, nearly all its gold 
would come to the United States as the “natural and best market” 
and diffuse throughout the West. In a few months “every substantial 
citizen will have a long silken purse, of fine open net-work, through 
the interstices of which the yellow gold will shine and glisten.” Every 
substantial man and his family will travel upon gold. The satellites 
of the bank alone, to show their servile subjection to their liege 
monarch, will repine at the loss of paper.1® 

A notion put forth most clearly by Gouge as an alternative method 
of securing “hard” money if elimination of small bank notes could 
not get government sanction, was the idea of an independent treas- 
ury. Sub-treasury offices would replace the banks as the government’s 
fiscal agents, and dues to government would be payable only in specie. 
The people, he said, will then begin to distinguish between cash and 
credit, and public opinion will force the state governments, one by 
one, to take the necessary measures for supplanting paper money by 
metal. But Gouge was careful to say in subsequent discussions that 
the people should not take hasty action such as prohibiting all bank 
notes at once. Essentially, he held to McVickar’s views of a “free” 
banking system. x 
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This notion of an independent treasury was picked up, curiously 
enough, by a section of the Whigs as a part of the strategy of bring- 
ing about a restoration of the deposits to the Bank of the United 
States and an extension of the charter in the panic period of 1833- 
1834. Raguet got in touch in March 1834 with Senator Hugh Law- 
son White, of Tennessee, friend and supporter of Jackson, but a man 
who, the bank forces felt, was open to a change of opinion, especially 
since he had presidential ambitions. In a letter aptly described as “dex- 
terous,” Raguet asked White to sponsor such a measure, but at the 
same time the national bank was to be given an extension of time to 
conclude its affairs. The state banks, Raguet argued, are a greater 
threat to a sound currency and free government than is a single fed- 
eral institution.?? 

White was impressed, but friends dissuaded him from the measure 
as politically inexpedient. Instead, General William Gordon, Vir- 
ginia Whig and bitter opponent of Jackson’s action in removing the 
deposits, proposed the measure in the House. He argued that the 
measure would counteract the undue commercial strength of New 
York: More than half the customs revenue is collected in one sea- 
port and deposited in its banks. Thus the great state of New York, so 
justly styled the “Empire State,” in addition to all her other just 
advantages, natural and commercial, has her banking capital increased 
by asingle wave of the executive arm, but Virginia, the Old Dominion, 
receives from the same arrangement less than 1 per cent. New York 
will grow too powerful for this confederacy; for, should “the po- 
litical power of the President drift to a union with the commercial 
power of New York, they will present a combination ominous to 
freedom.” 

“Hard money” democrats opposed the measure, according to 
their leader, “Bullion” Benton, on the ground that it was necessary 
to conciliate the state banks if the Bank of the United States was to 
be prevented from obtaining recharter. 

After the congressional election of 1834 in favor of the Jackson 
men, Raguet through the pages of his journal pushed the movement 
of “divorcing the banks from the government,” even to the extent of 
denying that a national bank was necessary. But, while declaring for 
an independent treasury system, he insisted that the removal of de- 

osits was unconstitutional and ruinous. At the same time he reit- 
erated the necessity of the “study of political economy.” Nothing 
can better induce “habits of accurate, sound and cautious investiga- 
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tion, than the study of the works of those profound, original, and 
elegant writers, who are the lights of this science.” 

As Jackson saw the wave of speculation being accelerated by the 
use of bank notes in the purchase of western public lands, he took a 
further step to restore the “constitutional currency” and issued in 
July 1836 the famous specie circular barring bank notes from being 
receivable in payment for public lands. He declared that, by pre- 
venting the expansion of the credit system, the measure cut off the 
means of speculation, retarded the monopolization of the most valua- 
ble of public lands, and saved the new states from a non-resident pro- 
prietorship. 

The Whigs denounced the hard-money policy. We no longer, 
said Webster, “live under a government of laws if an executive can 
say in what medium a man can pay his debts to government.” 

Jackson was vindicated in 1836 by the election of his chosen heir, 
the aristocratic Martin Van Buren of New York. Even scions of some 
of Massachusetts’ most exclusive families were willing to campaign 
for the Democratic candidate. The historian, George Bancroft, son 
of Harvard and Gottingen, in 1832 finally, after some doubts, through 
the pages of Walsh’s American Quarterly Review, stood for rechar- 
ter of the Bank of the United States; but not long after the election he 
shifted to Jackson’s side. In campaigning for Van Buren he exclaimed: 
“It is now for the yeomanry and the mechanics to march at the head 
of civilization. The merchants and the lawyers, that is, the moneyed 
interest, broke up feudalism. The day for the multitude has now 
dawned.” 2 After Van Buren’s election he was appointed collector 
of customs at Boston. 

Hardly had Van Buren entered the White House when a panic oc- 
curred. The banks suspended specie payments, and the country was 
thrown into depression. There was little attempt at sober analysis to 
explain the crisis and depression. A writer’s point of view depended 
generally on where he stood on the controversy between Jackson 
and the bank. 

Raguet, who later more accurately explained that the suspension of 
specie payments “came upon the country, like a sudden clap of thun- 
der, on a clear day, and overwhelmed everybody with surprise,” 4 
at the time argued that the depression in the rest of the commercial 
world was traceable to the speculative mania in the United States, and 
that this in turn was wholly due to the removal of the government 
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deposits from the bank. To restore specie payments, the government 
should make Biddle’s Pennsylvania Bank of the United States the sole 
depository of the public revenue.”® 

Leading financial and commercial interests of the eastern cities 
through the press called on the President to listen to the “voice of 
the people” by suspending the specie circular and summoning Con- 
gress into special session to pass relief measures for business, lest the 
country be thrown into irretrievable ruin. 

The specie circular was rescinded. But with government funds 
tied up by the suspension of specie payments as during the War of 
1812, Van Buren decided to push further Jackson’s policy of restor- 
ing the “constitutional currency” by proposing in Congress in Sep- 
tember 1837 Gouge’s suggestion of an independent treasury. Van 
Buren asserted that the depression was world-wide and had been 
caused by overtrading in all fields of business, “deriving perhaps its 
first impulses from antecedent causes, but stimulated to its destruc- 
tive consequences by excessive issues of paper and by other facilities 
for the acquisition and enlargement of credit.” The scheme would 
not only mitigate the danger of panics, but would also prevent the 
dangerous political tendencies of despotism and money power in- 
herent in the alliance between the banks and the government. 

In Congress, however, the issue was debated for several years. The 
old defenders of the bank vigorously denounced the hard-money 
policy and eulogized the paper of the state banks: The President 
is divorcing the people from the government by divorcing the 
people’s money from the government’s money. This policy con- 
stitutes a government’s abdication of its sovereign function to regu- 
late the currency, for paper is currency. Of course, they did not 
mean that government should directly regulate the banks, but rather 
that the government should recharter the Bank of the United States. 

Clay explained that Van Buren, like Jackson, was the sworn enemy 
of all banks: If inconvertible bank paper is good for the people in 
that they accept it, why is it not good enough for the govern- 
ment? Daniel Webster exclaimed that the sub-treasury system, by 
putting the country on a specie basis, makes the people the slaves of 
the holders of specie, the moneyed men. But bank notes or credit 
allow every man a chance to acquire property. 

On the other hand, Senator White, who had just been defeated for 
the presidency after running as a Whig, and calling himself at the 
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same time a Jefferson-Jackson Democrat, declared that the country 
must and always will have bank credits. A state bank is the only 
shield which can be presented against federal bills of credit. 

William Cost Johnson of Maryland, who called himself a “Con- 
servative Democrat,” attempted to prove that the “specie standard” 
would hurt labor. He said he would not, as the political economists 
do, discuss useless metaphysics and abstractions. “I am in the Con- 
eress of the United States [and] practical utility . . . will best suit 
an American legislator.” For this purpose he would read some ex- 
tracts from a little volume a friend had sent him from Edinburgh. 
This contained more sound maxims useful to the laboring class than 
all the messages, reports, and speeches which have been written by 
Presidents Van Buren and Jackson and their supporters. He found 
that no library in the capital had it, but then this was indicative of the 
poor American taste for volumes of romance, whereas in England 
“nothing is quicker bought and read . . . than political essays and 
statistical tracts.” 

The book in question was, of all things, McCulloch’s An Essay on 
the Circumstances which Determine the Rate of Wages, and the 
Condition of the Labouring Classes. And the extracts he read from 
this disciple of Ricardo were his rigid version of the familiar wages 
fund doctrine that the rate of wages depends upon the proportion 
which the whole capital bears to the whole amount of the laboring 
population. 

From this doctrine Johnson deduced that if the sub-treasury were 
adopted, wages would fall to a fraction of their present rate because, 
by destroying the banks, the circulating medium would be reduced 
to the $80,000,000 in specie, whereas at present the circulating me- 
dium is around a billion dollars, which is gladly accepted as money 
by all who have debts to collect. 

Legaré, who had originally been elected to Congress from South 
Carolina in 1836 as a supporter of Van Buren, also moved to the 
Whig side and absolved the banks from any blame for the distress. 
Irrespective of how the currency is organized, he said, the activity 
and boldness of the American people render periods of crisis and 
convulsion inevitable, but the mischief is not half so bad as the only 
effective remedy—namely, extinguishing the spirit that generates 
them. In any event, commercial credit and private loans, not banks 
and bank notes, at such periods encourage and sustain those great 
operations. On the contrary, banks mitigate the effect of the re- 
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vulsion, but unfortunately we have no Bank of England to save the 
commercial community in distress. 

The President’s fear of inconvertible currency is unwarranted. The 
suspension of specie payments in England during the wars with 
France alone enabled her to sustain the burden of that terrible con- 
flict and achieve victory. What is more, thanks in large part to bank- 
ing, to paper money, and to the credit system, England is “by far the 
most magnificent manifestation” in the world’s history “of the might 
and grandeur of civilized life.” So again from the same causes, New 
York, which not long ago was a mere flourishing commercial town, 
is now a great capital. 

Not long afterward, as one of the lawyers for the powerful Bank 
of Charleston, he bitterly fought a state enactment to compel specie 
payments. The supporters of such measures, the hard-money Jackson 
men who cited Ricardo and Smith, he denounced as being ignorant 
of sound banking theory. He took as his main authority Raguet and 
declared that an appreciation of specie was confounded with a de- 
preciation of paper. Legislative action can neither prevent the recur- 
rence of commercial revulsions nor obviate their inevitable conse- 
quences.”® 

Meanwhile a number of former southern Whigs followed Calhoun 
in rejoining the Democratic Party and defended sub-treasury. Specie 
and paper, each has its proper sphere, declared Calhoun; the latter 
for large and distant transactions and the former for small petty trans- 
actions. The closer the circulation is to specie, consistently with con- 
venience, the better for the productive classes universally, “I mean 
men of business, planters, merchants, and manufacturers as well as 
operatives.” 

The bill would especially benefit the South. Its great staples are 
cash articles everywhere, but while “we sell at cash prices, we buy 
at paper prices”—that is, we sell low and buy high. At the same time, 
the act would help domestic manufacturers by lowering the cost of 
production and enabling them to meet foreign competition, not by 
the futile method of a tariff, but by underselling the foreigners. In this 
way alone can the foreign market be commanded, and commanded it 
will be with a sound and moderately expanding currency. 

As Calhoun went on in the debates, he became more enthusiastic 
about the gains to labor from the system, and uttered highly radical 
statements such as that the only sound paper, if any, was a limited 
amount of government inconvertible issues receivable for dues. To 
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his old Whig associates it seemed that the arch- conservative Calhoun 
was seeking to win support for his pesos aspirations from the 
northern middle classes, the “artisans,” with their grievances against 
bank notes of ever-fluctuating value and even counterfeits as the 
source of all evil. Caleb Cushing in the House shouted that this un- 
holy alliance between southern slaveholders and northern “radicals” 

was not an alliance between equals but between masters and slaves. 
Aristocratic Francis Pickens of South Carolina denounced Cush- 
ing and “his capitalist friends” who, like wolves, have been lapping 
the warm blood for forty years. It is a contest “between the great 
laboring and landed interests . . . and those who are identified with 
capitalists in stocks and live upon incorporated credit,” those “irre- 
sponsible corporations” wringing the hard earnings of productive in- 
dustry. 

Gouge became annoyed at the constant charge of critics that sup- 
porters were a “detestable set of . . . agrarians, levellers, destructive 
infidels and atheists.” He had no trouble in rebutting the charge by 
pointing to the great eminence in church, business, and society of the 
bill’s supporters.?7 

The situation was complicated by Biddle’s opposition to any meas- 
ures that would prevent his Pennsylvania institution from being 
made into the old national bank. Besides, resumption of specie pay- 
ments would interfere with some large business ventures he had un- 
dertaken. For example, he was engaged through an agency in London 
in attempting to control the price of cotton. At the same time, he was 
a sort of underwriter for the sale abroad of bonds issued by compa- 
nies in “internal improvements,” from banks to canals, guaranteed by 
the local governments in the newer states and territories.”8 

In a private letter, Biddle put his opposition on the ground that he 
wished to establish the “great theory . . . that ina democracy even 
the humblest citizen may maintain his personal independence against 


withstand all the assaults of political power.” °° What was more, 
Biddle now harbored the notion that he should be made president 
for the country’s good. The office had not the slightest attraction to 
himself personally, so he wrote privately. “As to mere power, I have 
been for years in the daily exercise of more personal authority than 
any president habitually enjoys. But I stand ready for the country’ Ss 
services a*° 


But in 1840 Congress finally enacted in a highly modified form the 


THE ERA OF JACKSONIAN DEMOCRACY 617 


independent treasury system. Though its admirers compared the act 
with the Declaration of Independence, it hardly ended the contro- 
versy, let alone the depression. 

With the depression continuing, the Democratic Party had hard 
sledding. The Whigs elected their candiate, General William Henry 
Harrison, the Indian fighter, in 1840 by taking full advantage of the 
sneer of a Democrat that the General would be happy inside a log 
cabin with some hard cider. Whigs who had been constantly bemoan- 
ing the lack of appreciation of aristocracy became exceedingly vigor- 
ous over their own democracy. Daniel Webster threatened to thrash 
anyone who called him an aristocrat; and Legaré, who constantly 
dreamed of the beauties of the life of British nobility, threw himself 
into the campaign with a vigor that comported little with the cus- 
tomary picture of a lordly southern gentleman. 

With Harrison’s victory, Clay hoped that a national bank of the 
ld model as well as other parts of his American System would be 
achieved. But the death of Harrison shortly after assuming office 
brought to the presidency John Tyler of Virginia, who had joined 
the Whigs because—so he said—-he was opposed to Jackson’s “des- 
potism” over nullification. The man who had demanded the revoca- 
tion of the national bank charter in 1819 was hardly likely to approve 
a bank of the old form desired by Biddle and Clay. 

Biddle’s reputation was not helped when the states began to re- 
pudiate, on grounds of fraud, the bond issues Biddle had helped to 
float. Besides, the failure of the Pennsylvania institution in 1841 re- 
vealed to many that Biddle was not such a great financial genius. Even 
Gallatin became lukewarm over a national bank and in 1841 de- 
nounced the Pennsylvania bank as being in every respect a public 
nuisance.*! 

What was more, with the general recognition that New York, not 
Philadelphia, was the financial and commercial capital of the country, 
there was an intensification of the demand that New York be the 
home of the mother bank if a new Bank of the United States were 
established. Even Raguet supported this proposal.’ On the other 
hand, Hildreth, reflecting the never-too-great enthusiasm of the New 
England financial interests for a second bank, opposed a national 
bank but suggested that arrangements be made whereby New York 
banks would be the clearing center for the redemption of notes of 
all other banks.** 

Tyler willingly acquiesced in the repeal of the Sub-Treasury Act, 
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but he was opposed to any national bank’s having the power to make 
loans. He finally proposed a purely government institution. The 
measure contemplated a board of control—a board of exchequer—at 
the capital, with agencies at commercial points. It would pay public 
creditors at their option in treasury notes or specie, issue certificates 
to private depositors of specie, and deal in domestic bills of exchange. 

Daniel Webster, then Secretary of State, defended the measure as 
providing a safe depository for the public money, a paper circulation 
always equivalent to specie, and a cheap and safe exchange in the 
commerce between the several states. The government, he now de- 
clared, should not commit the superintending and regulating of the 
currency to those whose occupation consisted in making loans and 
discounts. Whenever a bank makes a loan, it adds so much to the 
circulating medium of the country. But this institution under gov- 
ernment control would prevent the issues from being excessive. 

It was equally surprising to find Caleb Cushing supporting the 
measure. He reiterated: We shall never have a stable currency until 
we have separated the faculty of making money from the faculty of 
lending it. Critics in effect say that they cannot trust the constitu- 
tional government of the United States, but that “they could trust a 
corporation of mercenary men.” 

He reminded opponents that in all free states there are two par- 
ties—‘‘the one in favor of onward movement toward the future; 
and the other, in favor of recurrence to the past.” The latter party, 
and this includes the critics of the exchequer system, forget that “the 
world is not where it was ten years ago.” They forget that “new facts 
have occurred, new ideals been developed, new purposes avowed.” 

The split in the Whig ranks not only defeated the bill but also 
Cushing’s appointment as Secretary of the Treasury, and Cushing 
joined. the Democratic Party. The Democratic victory in 1846 meant 
the return of the sub-treasury system. 

Apparently Whig and Democrat had come to the conclusion that 
Jackson was sounder on the basis of business prosperity than Biddle 
or Clay. The eminent Reverend Leonard Bacon of New Haven could 
write in the New Englander that the policy which proposes to “regu- 
late the currency of the country and to facilitate exchanges between 
distant points by the operation of a national bank is now indeed re- 
garded as an ‘obsolete’ idea.” *# 


The tariff, of course, remained a complex issue. In the presidential 
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campaign of 1840 Clay and Harrison asserted that the compromise 
should be permanent, but the Whig victory brought a rise. The tariff, 
ike many other issues, was hardly a clear-cut party issue. No party 
could denounce tariffs completely and hope to carry Pennsylvania, 
for instance; and on the other hand, the ever-present threat of a sur- 
plus revenue along with conflicting interests in the tariff camp played 
havoc with demands for high tariffs. 

Anyone reading the Northern Light, published by the learned 
wealthy New York Democratic politician, John A. Dix, would have 
yot the impression that it was predominantly a protectionist organ. 
Even the publisher was somewhat sympathetic as he discoursed in 
the first issue in April 1841 on ““The Rise, Nature and Objects of the 
Science of Political Economy.” There is agreement, he said, as to the 
foundations of the science; differences occur only over the applica- 
tions. The North wants duties to enable it to compete with foreign 
articles. The South wants to dispose of its staples in foreign markets 
and receive in return commodities with the least burden of taxation. 
The commercial interest wants the greatest possible freedom of trade 
and would follow the rules of political economy implicitly because 
they can be shown to be right in the abstract. 

The tariff cause reached its high point of organizational rhetoric 
when a protectionist association was formed with the title, “The 
Home League for the Protection of American Labor and the Promo- 
‘ion of Reciprocal Free Trade.” Its secretary said in 1843: The Ameri- 
can government is based on “principles of equality both political and 
social.”” Therefore there must be such an “administration of the laws 
1s will secure to men of wealth the enjoyment of their property,” 
ind to the laboring man sufficient to enjoy not only necessaries, but 
ilso comforts. 

The tariff of 1842, having been ‘“‘maturely prepared by practical 
nen,” has proved most beneficent. Its only opponents are the inter- 
ested agents and presses in foreign employ and monopolizing capital- 
sts seeking exclusive benefits from the labor of others without labor- 
ng themselves.** 

The railroad interests, which demanded a continuation of free 
ailroad iron, joined the forces opposed to high tariff. Colonel Alvah 
Crocker, president of the Boston and Fitchburg Railway Company in 
844, exclaimed: The Pennsylvania iron masters had the audacity to 
ttempt to convince “the political economists” assembled in Congress 
hat the purchases of foreign iron caused the excessive foreign in- 
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debtedness. On the contrary, it arose from the paper-money mania. 
The people assumed that resulting inflation was a permanent increase 
in wealth; so instead of imports of iron rails or gold, the people bought 
increasing amounts of gaudy British goods with the aid of British 
capitalists.*° 

The iron masters, Peter Cooper and his son-in-law, Abram S: 
Hewitt, declared in the columns of the New York Journal of Com- 
merce that, if the iron industry is to compete successfully against 
British labor, either wages must be reduced to the British level of 
mere subsistence or a suitable tariff must be provided. If wages are 
reduced, then the iron workers’ children must be imprisoned in a 
cotton factory as soon as they can walk and become almost as soul- 
less as the machinery they guide.** 

A keen southerner commented on such appeals to the laboring class 
by asking: “Suppose we should form an alliance” with the laboring 
class and besiege Congress to fix hours and wages and the number of 
workmen to be employed, the care and subsistence to be supplied by 
the capitalists in times of distress? This would be substantial relief, 
but would the protectionists still admit the “right of Congress to in- 
terpose in the complex adjustment of the delicate relations, between 
the proprietors of labour and capital?” Would they say that “labour 
is the great common staple of the country, and . . . needing protec- 
tion” and join us in giving it? For the first time we would probably 
hear from these people that “there were rights reserved to the States 
and that Congress could not violate those rights.” They would finally 
say that “Congress could not and ought not interfere in the relations 
between capital and labour—that where laws are necessary, the States 
alone are competent to make them and that the best system is to leave 
them to the parties, without legislation.” ** The repeal of the English 
Corn Laws in 1846 destroyed one of the greatest arguments of the 
protectionists. The tariff was first reduced in 1846 and again in 1856 
by the Democrats. Raw wool was put practically on the free list, and 
New England, as in the days before 1828, could now appear to sup- 
port free trade. 

The Pennsylvania iron masters, however, in the face of reduction 
on iron and no benefit from the free list, saw things differently. Penn- 
sylvania iron masters were only slightly convinced by the argument 
that a high tariff would alienate the South and endanger the chief 
market for Pennsylvania manufactures. 
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The problems of corporations began to attract some attention. 
They “occupy a prominent place among our economical arid social 
institutions,” reported one southern writer. They possess a large in- 
fluence over all the business and interests of society. The subject has 
greater importance in the United States than elsewhere because of the 
sanctity of charters from the arbitrary control and interference of 
the legislature. But to harmonize these influential and “independent 
communities” with our political institutions, so as to secure the bene- 
fits and avoid the mischiefs, presents a problem.** 

States began passing general incorporation acts on the ground that 
exclusive corporate charters were fit only for aristocracies, were 
monopolistic, and led to corruption of government; but a general 
incorporation act would give the blessings of free competition and 
accorded with the republican doctrine of equal rights. Such pro-. 
posals were supported by substantial businessmen and, as usual, cut 
across party lines. Webster, hailing Massachusetts’ general incorpo- 
ration act for manufacturers, declared that corporations are nothing 
“but partnerships regulated by law.” Corporations with their con- 
centrated capital are essential to take advantage of the blessings of 
machinery and provide equal opportunities to rich and poor for in- 
vestment. Consequently any opposition to the so-called overgrown 
corporations is “un-American.” 4° 

A. B. Johnson, who was then president of the Branch Bank of 
Utica and engaged in promoting banks and railroads, among other 
corporations, was much more urbane and sophisticated. The medioc- 
rity of wealth enforced by the socially beneficial abolition of entail, 
primogeniture, and the like would have prevented the growth of 
Jarge manufacturing establishments, banking, insurance, and railroads 
had not the absence of great capitalists been remedied by corpora- 
tions, he said. These combine the resources of many persons and yield 
the advantage of large capital without the disadvantage of great pri- 
vate fortunes. Corporations are the rose of wealth without its thorn, 
“artificial pecuniary giants without the dangers of natural giants.” 
They put the greatest enterprises within the capacity of any man who 
can inspire his fellow men with confidence in his project; since men 
are usually bold and enterprising in proportion to their lack of weaith, 
corporations, in transferring social progress from the rich to the rela- 
tively poor, transfer it from the timid to the bold, from the few to 


the many. 
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True, there is an inherent antagonism of interest between the cor- 
poration and its managers, but this very antagonism has meant the 
growth of corporations, for if the regular earnings of a corporation 
constituted all the benefit expected from it and these were divided 
among the stockholders, hardly anyone would undertake the labor 
of a promoter and stimulate others to become stockholders. Usually 
the originators take as little of the stock as is compatible with ob- 
taining forties stockholders and keeping desired positions in the man- 
agement. Nor are the expected beneficiaries of newly projected cor- 
porations few in number. Bankers are enticed to become stockholders 
by the promise of deposits; lawyers by the promise of fees; merchants 
want commissions and contracts; men without employ want salaries, 
and landowners want to sell at a good price locations for the con- 
templated new establishment. But to obtain the “rank and file” stock- 
holders, “who are to receive nothing but single rations, small pay, and 
plenty of danger,” requires as in the Army “the drum and fife of 
warty and active recruiting sergeants, » Johnson wrote. 

Usually a corporation consists of too many corporators to be man- 
aged by them personally except by the annual election of directors, 
Bit the efficiency of this control by the stockholders is more theo- 
retical than practical. In some cases a single stockholder owns a ma- 
jority of votes. Attempts by some states to prevent this evil by giv- 
ing large stockholders less elective power than small stockholders 
have been abandoned because the device was too easily evaded. What- 
ever other guards have been devised have likewise been effectively 
evaded so that boards of directors are practically independent of stock- 
holders. 

But, fortunately for social progress, corporations are frequently 
sufficiently profitable to sustain all the antagonistic disadvantages of 
corporate management and leave a sufficient surplus to gratify and 
sometimes even enrich the rank-and-file stockholders. 


The great promoters were now in railroads. The railroad boom 
went through many of the phases of the history of canals, with pro- 
moters using many of the old arguments. In the South as well as in the 
North the value of railroads to build up seaport towns as great com- 
mercial cities was vividly portrayed, and there was again the argu- 
ment that they would attract to these towns merchants of large 
capital. Just as in the case of canals, the promoters pitted state against 
state in urging the necessity of being first to capture the western 
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traffic. As with canals, states in some cases granted companies the 
privilege of having a bank, ostensibly as a means of raising capital, 
even though the same promoters on other occasions might denounce 
the mischievous increase of banks. 

Southern state rights leaders were at times strong backers of com- 
prehensive federal aid to interstate railroad companies, especially if 
their areas or plans were benefited. Consistency was maintained at 
times by having the federal government make land grants to states 
who in turn were to give them to railroad companies. 

And as with the canals, the promoters first sang the praises of pri- 
vate enterprise in the management but had no objection to state aid; 
this was even done by men who had just called for state ownership of 
their defunct canal companies. Similarly, when the railroad pro- 
moters had difficulties in obtaining further private investment or state 
aid ostensibly to complete construction, they soon discovered that 
state ownership was not undesirable if coupled with purchase of 
the roads. 

The case of the Erie Railroad was illustrative.*? In 1832 the pro- 
moters of the road, who were men of eminence in both political 
parties and in the financial and social life of New York, obtained a 
charter for a private corporation on the ground that funds could be 
easily raised and the road quickly built by private enterprise alone. 
But once the charter was granted the promoters lost little time in 
asking the state to provide the survey and make loans and subscrip- 
tions. 

The New York City Common Council petitioned the legislature 
to grant the company a loan because similar companies “chartered 
and powerfully patronized by the Atlantic States south of this port” 
were diverting traffic from New York City. Opponents of state aid 
asked whether, if the anticipations of revenue were well founded, 
enough capitalists could not be found for the venture. But the state 
Senate Committee on Railroads replied: Wealth is so equally diffused 
in the United States that few have a large surplus capital, and these 
few must hesitate in embarking on such a vast untried project. Safe 
investments are always available to absorb the surplus wealth. No large 
internal improvement, it added, has been prosecuted in the United 
States by individuals or incorporated companies without government 
aid. Such support secures “‘the confidence of foreign capitalists” and 
“stimulates the doubting or slumbering energies of our own enter- 
prising citizens.” 
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The leading spirit of the company for a good part of the time, the 
Whig Samuel B. Ruggles, denounced the miserable dogma that gov- 
ernment should do nothing but “protect every man in his life, lib- 
erty and property.” Before the road was completed, and it took prac- 
tically twenty years, the company more than once was willing to sell 
out to the state, and Ruggles even reached a point where he argued 
that a large-scale enterprise like a railroad could not and should not be 
left to private enterprise because of insufficient capital and the dangers 
of stock jobbing. 

The great authority on railroad economics was the eminent engineer 
Charles Ellet. “The familiar principle of the desire for gain,” he wrote 
in 1839, in his Laws of Trade, is the very life of internal improve- 
ment. The active principles of trade, whether of state or of incor- 
porated institutions, may be at once reduced to this simple feeling. 
He found from deductions from the principle arrived at by “rigid 
mathematics” that railroad rates cannot be expected to fall. In the 
first place, he expected little from technical improvement. Secondly 
and more significantly, increased business will not cause a fall in ex- 
penses as some claim. True, the expenses of railroads falls into two 
different categories—those that are fixed and independent of the 
business and those that increase with the increase of business; but for 
the most important lines the total expenses are nearly proportional 
to the tonnage. 

If the trade were very light, then the ratio of the constant to the 
variable charges would deserve attention. But the relative importance 
of the fixed charges will always diminish as the volume of the busi- 
ness, and consequently the variable expenses, increases. 

However, expenses might be radically reduced if speed were re- 
duced and double track avoided. To satisfy the traveling community’s 
love of speed, engines are forced to operate with partial loads so that 
more engines are required, and the wear and tear on the road and 
vehicle are excessive. There is no sound reason for transporting mer- 
chandise at the great speed of fifteen or twenty miles an hour, said 
Fllet. 

The problem of regulation was discussed, but inconclusively. It was 
felt in the most respectable circles that legislation should not limit 
dividends because this would encourage waste; but legislation should 
protect the companies from extravagant demands for compensation 
for land and the like, from vexatious opposition, and from the ruin- 
ous competition of other companies. But the companies should be 
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subject to such well-considered regulations and effective control 
that they would be beneficial to the country.** 

At the end of the period, that authoritative expression of business 
sentiment, the A Cyclopedia of Commerce and Commercial Navi- 
gation, taking much of its information and views from the voluminous 
writing of Ellet, attempted to lay down the rules for making rail- 
roads profitable to their stockholders and to the public. 

Although one of the most important elements in our prosperity and 
now a necessity, the railroads have been unprofitable investments to 
the stockholders because of unremunerative rates, the Cyclopedia 
stated in 1858. The procedure of making railroads more profitable 
would be for each road to ascertain the true cost of transportation of 
each article and then the highest charge which it will bear. “The true 
charge for each article and each position, it must be apparent, will be 
found somewhere between the actual cost of iauspentanion and the 
prohibitory charge.” 

The Cyclopedia complained that legislation to protect the pub- 
lic interest was inadequate. In fact, the public advantage in railways, 
as well as in all public works, has “been all but wholly neglected.” 
The railroad corporations are “permitted to control an immense 
amount of capital, and interests of the greatest magnitude with no 
other check, than . . . an annual statement notoriously incorrect, 
and in many cases made so systematically for the purpose of conceal- 
ing from the stockholders and the public, violations of laws and want 
of fidelity to their trusts.” The remedy is for the railroads to publish 
at frequent intervals “full and accurate statements of the results of the 
operations of the works, and the manner in which the officers have 
discharged their trusts.” 

Few in the business questioned Ruggles’s statement that the con- 
struction of railroads throughout the country was the one vast demo- 
cratic machine for equalizing the condition of the people. There 
is no truer, more honest, unterrified democrat “than the railroad, 
for the moment steam entered, aristocracy was doomed and the final 
enfranchisement of society from artificial distinctions, absolutely and 
effectively secured.” 

Legaré broadened the emphasis and painted a glowing picture of 
the high destiny of mankind in general and America in particular 
through the triumph of the machine under the guidance of the mar- 
ket. The steam engine in its twofold capacity as the means of pro- 
duction and a means of transport is the most powerful instrument of 
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pacification and commerce the world has ever seen. It increases capi- 
tal and multiplies beyond all imagination the products of industry, 
brings the most distant people into contact, destroys the barriers 
which exclusive legislation would oppose to the freedom of mer- 
cantile exchanges—and promises to make the whole Christian world 
in the near future one great peaceful world. 

While machinery under commerce raises the standard of living 
of the mass, it naturally creates that very inequality of wealth, that 
concentration in a few hands, which people have foolishly attacked 
as inconsistent with the liberties, the happiness, and the improvement 
of mankind. Gigantic fortunes are acquired by a few years of pros- 
perous commerce; mechanics and manufacturers rival and surpass the 
princes of the earth in opulence and splendor. The face of Europe 
is changed by their active industry working with such mighty in- 
struments on a grand scale. 

This is the spirit of the age, said Legaré. Of course, in this young 
and wonderfully progressive country, it is more eager and ardent 
than elsewhere. It would be worse than vain to resist it. It is evi- 
dently in the order of nature. “The great designs of Providence, in 
giving to the most active and enterprising of all races a new world 
to build up and to adorn are not to be thwarted.” 

Of course, this race was the Anglo-Norman race. Legaré had seen 
what that race could do in continental Europe in the interval of 
fifteen years between two visits. An area which had formerly been 
barren except for an occasional ruin from the feudal past and a hovel 
of some poor kind, had by the spirit of gain »with its usual con- 
comitants, industry and improvement, been covered with steam en- 
gines, mills, and factories, the sound of active industry and the busy 
hum of men. The author of this revolution was naturally an Eng- 
lish manufacturer who had begun there twenty years previously 
without much capital and had effected all this by his industry and 
enterprise. Now he had a more numerous band of retainers and de- 
pendents than any baron of the fourteenth century, and in every 
respect was more important than many sovereigns in Europe. And 
then Legaré thought that if Americans had Europe for a generation, 
what a great change they would bring to its filthy streets, wretched 
hovels, clumsy implements, and coarse clothing! 

No wonder a Charleston newspaper reported of a toast of his at 
a southern commercial convention that his audience was electrified 
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by his exclamation that “the merchant is abroad—greater than the 
schoolmaster—civilizing, humanizing, and blessing mankind.” 44 

And indeed the merchant was abroad. Tyler sent Cushing to China 
to negotiate a treaty opening the country to American commerce,. 
and he returned with favorable concessions for American enterprise, 
including extraterritoriality. 

The national domain was expanding with the annexation of Texas, 
the acquisition of Oregon, and the fruits of the war with Mexico. 
But, though many proponents of this expansion might cry that the 
acquisitions meant expanding the area of democracy and freedom, 
and dooming aristocracy, it also intensified social and economic 
problems. 

The great gold discoveries in California were generally hailed as a 
boon. They were not expected to cause any disturbance. Joel Poinsett 
of South Carolina, high in the councils of the Democratic Party, 
wrote that the source was not inexhaustible and it would not change 
the currency or the value of the precious metals, for specie must in- 
crease greatly to keep pace with the increasing consumption and 
commerce of the world.*® As A. B. Johnson put it in 1851, if there 
is a depreciation in progress, “it will still creep on, like old age, 
noiselessly and imperceptibly, and we shall become conscious of the 
change, if change it shall, only by comparing together long sepa- 
rated periods.” 4° 

But the change became so obvious by 1852 that the Whig Presi- 
dent, Millard Fillmore, informed Congress that unless proper steps 
were taken, the great outpouring of gold would lead to overtrading. 
The high prices and speculation would bring about a great inflow of 
foreign imports, the nation would lose its specie, and disaster would 
befall the business and capital of the country. 

It was already being argued in and out of Congress that gold had 
become the effective standard of the people and therefore was not to 
be reduced in value compared to silver; but whatever silver may be 
necessary for the country’s needs, especially small change, would 
be provided by lowering the content in the silver coinage other than 
the dollar and making it legal tender for a limited amount. And this 
was done in 1853. 

_ Another business downswing began, ushered in by a panic in 1857. 
Books as well as articles on the “commercial crisis” began to appear. 
Each writer knew that the panic had been caused by one specific 
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phenomenon. The list of causes, consequently, was large, and ranged 
from the gold discoveries to the machinations of Wall : Street. But as 
in previous panics, the most “popular” cause was overtrading by the 
.- banks. Some of the bankers agreed that there had been overexpansion 
of bank credit, but the “excessive” credit, they held, was inevitable 
under the drive of a host of other factors which were the fundamental 

“true” causes of the panic. 

But relatively little attention was paid to this crash compared to 
those of 1819 and 1837, for the problem of the extension of slavery 
arose with the acquisition of California and other territories and was 
in the forefront. 


The South had long ago ceased to give any serious attention to 
the elimination of slavery. Slavery was no longer defended simply 
as a necessary evil, but as a positive good. As such no criticism was to 
be tolerated. 

The Nat Turner insurrection in 1831 in Virginia occasioned the 
last great open discussion of slavery in the South. As always, the 
question was the elimination of the black population. Leading the 
forces demanding some state action was Jefferson’s favorite grand- 
son, Thomas Jefferson Randolph. He proposed that a measure which 
followed his grandfather’s suggestion be submitted to the “people.” 
All children born of female slaves after July 4, 1840, were to be 
raised by their masters until the age of eighteen for the females and 
twenty-one for males and then be hired out until the neat surplus was 
sufficient to pay the expenses of transporting them out of the United 
States. 

But neither such a mild proposal nor even milder ones would the 
legislature allow to be submitted to the “people.” Randolph, opposing 
the “hopeless, ultra absolutism” of the critics, declared that the bur- 
den of defense against insurrection falls not upon the lordly masters 
of numerous slaves but chiefly upon the poor non-slaveholders, 
forced to patrol, for a “pittance of seventy-five cents per twelve 
hours, the very curtilage of my house, and guarding that property, 
which was alike dangerous to them and myself.” 

Benjamin Watkins Leigh, a Richmond lawyer who had led the 
successful fight against ie alizing the suffrage and representation in 
1829-1830, AEE short work of the “abolitionist” proposal. He de- 
nounced it as violating the rights of property and the will of Provi- 
dence, who sent the slaves and “will in its own good time dispose of 
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them and us according to its wisdom.” Thomas Jefferson he de- 
scribed as a man who entertained some odd opinions, but he com- 
plimented Burke for his “profound political sagacity.” #7 

In Calhoun the South had the American equivalent of Burke to 
work out a philosophy to safeguard its institutions and defend its 
demand for the extension of slave territory. In letter and address, 
Calhoun bluntly exclaimed: “There never has been a wealthy and 
civilized society in which a portion of the community did not in 
point of fact, live on the labour of the other. The bearers of culture 
must always live on the labour of the others.” 

In different civilizations the mode of exploitation varies. But “under 
the subtle and artful fiscal contrivances” of modern times, the hired 
laborers are treated more harshly than the chattel slaves. Compare 
the master’s tender care of his slaves with “the forlorn and wretched 
condition of the pauper in the poorhouse.” Since labor and capital 
are owned by the same person, the turmoil and anarchy of the North, 
where the workingmen have the franchise, is avoided. Thus the South 
has become “the balance of the system, the great conservative power 
which prevents other portions less fortunately constituted, from ris- 
ing into conflict.” It retains the good and avoids the evil of com- 
munism and prepares mankind for a higher social state. 

All people are not equally entitled to liberty, he said in his post- 
humously published A Disquisition on Government, for liberty is a 
reward to be earned, not a boon to be given to people too ignorant or 
too degraded to appreciate it. But liberty among the whites ceases 
to be liberty if the government is one of absolute majority rule. This 
“absolute democracy,” rule of “numerical majority,” must eventuate 
in a despotism. 

But a “constitutional,” or institutional, government is achieved 
when the sense of each interest or part of the community is taken 
separately by a majority or any way by which its voice may be 
fairly expressed, and the consent of each interest is required to keep 
it active. A perfect organism would take the consent of every citi- 
zen, but this is impracticable, for it assumes that the different classes 
are sufficiently enlightened to exercise the right of suffrage. But if the 
organism takes the sense only of a few great and prominent interests, 
it will substantially accomplish its end, for the number to be plundered 
in proportion to the plunderers would be so few as to offer no motive 
for aggrandizement. Under the “concurrent majority” form of gov- 
ernment, white manhood suffrage might safely be allowed, for then 
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numbers do not possess absolute control and “the wealthy and in- 
telligent being identified in interest with the poor and ignorant of 
their respective portions or interests of the community, become their 
leaders and protectors.” 

At the same time the “‘concurrent majority” type, by restricting 
government to its primary end, “leaves necessarily all beyond it open 
and free to individual exertion, and thus enlarges . . . liberty to 
the greatest extent which the condition of the community will ad- 
mit.” 

But the advance of the industrial arts creates dangers. Their results 
will be ultimately good, but their first effect “on long established 
governments will be to unsettle the opinions and principles in which 
they originated—and which have guided their policy—before those 
which the changes are calculated . . . to establish are fairly de- 
veloped and understood.” The interval between the decay of the old 
and the formulation of the new constitutes a period of transition 
which will necessarily be one of confusion, error, and fierce fa- 
naticisms. 

The governments of most advanced states are in this period of 
technological change. In other words, until the doctrine of “con- 
current majority” is in actual operation, few will successfully pass 
through the transition, which “will endure until the governing and 
the governed shall better understand the ends for which government 
is ordained, and the form best adapted to accomplish them, under all 
the circumstances in which communities may be respectively placed.” 
For the present the form of the “concurrent majority” suitable for 
the United States is a double executive, one chosen by the North, 
the other by the South, and each having an absolute veto on federal 
legislation. This would preserve the equilibrium between the sec- 
tions, and maintain the natural inequality in condition of men as well 
as of races. At the same time, this doctrine allowed Calhoun and ar- 
dent followers to support the expansion of business enterprise by aid 
of the federal purse and power without the inconvenience of their 
shifting back and forth on the constitutionality of measures. 

Shortly after Calhoun passed off the stage in 1850 came the suc- 
cessful attacks on the Missouri Compromise by pro-slavery forces. 
beginning with the dispute over Kansas and Nebraska, which lay 
above the compromise line. 

Stephen A. Douglas of Illinois, a spokesman of the so-called west- 
ern “Progressive Democracy,” cared less about slavery than about aid. 
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from southern congressmen for his railroad promotion plans. So he 
set forth his doctrine of squatter sovereignty, or the right of inhabit- 
ants of territories to decide for themselves on slavery.** 

Like Daniel Webster in his defense of the Clay Compromise of 
1850, Douglas argued that geography and climate would make the 
areas free. Cushing, then Attorney General in President Franklin 
Pierce’s Administration, who had in the old days opposed the exten- 
sion of slavery, found the principles of the Kansas-Nebraska Act in 
strict accordance with Jaissez-faire economics and eventual aboli- 
tion of slavery: Since free labor is more efficient than slave labor, 
it would inevitably squeeze out slave labor. Therefore, if the terri- 
tories are thrown open to both types of labor, the free competition 
would eliminate slavery. Northern sentiment was aroused at this turn 
of events in slavery. 

Already the Republican Party in the North had emerged as the 
heir to the dying Whig Party. It opposed the extension of slavery, 
claimed that it was the true party of Jefferson and the inalienable 
rights of man, but its economic policies were the old Hamiltonian 
ones plus a plank for government aid to a transcontinental railroad 
under private auspices and a vague plank for free homesteads. Merged 
with it was the American, or Know-Nothing, Party, whose central 
belief was antagonism toward foreigners, not as a labor supply but as 
citizens, and who demanded that twenty-one years’ residence be re- 
quired for naturalization. 

Then came Chief Justice Taney’s Dred Scott decision, holding 
with Cooper and Calhoun that the blacks, being inferior, could not 
be citizens, and that the Missouri Compromise was unconstitutional. 
Territories are the common possession of the entire country, said 
the court; therefore slavery could not be banned by Congress or the 
territories would constitute a violation of the equal rights of all. Aid- 
ing Taney in preparing the decision was his old enemy in the fight 
over the bank, none other than Cushing, who warned northern 
abolitionists that the South out of respect for itself would be 
justified in seceding. President James Buchanan felt that the decision, 
coming from the august Supreme Court, would forever settle the 
question. But it merely intensified the issue. 

Republican leaders gave wide circulation to North Carolinian 
Hinton Rowan Helper’s The Impending Crisis (1857). It called on 
the southern yeomanry, the non-slaveholders, to have no dealings 
with slaveholders, their politicians, and newspapers, and to band to- 
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gether as a political party to impose a tax on slaveholders to raise 
funds to export the blacks. 

On the other hand, Thomas Prentice Kettell of New York, former 
editor of the Democratic organ, the Democratic Review, wrote in 
1860 in his Southern Wealth and Northern Profits, that all schools 
of economists have long demonstrated that “labour is the source of 
all wealth.” It was also early discovered that many people would not 
labor if they could help it. To prevent the injustice of supporting them 
at the expense of producers, the remedy was to force them to labor. 
Production was increased and the surplus enhanced by taking care 
that the slaves consumed less than they earned. That system of slavery 
with many modifications has prevailed down to the present; and all 
the wea!th or capital has been the work of slave labor. 

It was discovered that in the progress of civilization intelligent 
white men would produce more in a state of freedom than as serfs. 
So they were freed; and tithes, taxes, and rents were the means of 
exacting more of the proceeds of labor than could be obtained from 
serfs. But if northern opposition to the extension of slavery in the 
territories did not cease, the North would lose its great wealth, for the 
wealth was obtained by exploiting the South. New York gained espe- 
cially because it was the nation’s financial center. 

The retired New York manufacturer and former Superintendent 
of the Patent Office, Thomas Ewbank, came out in 1860 with a 
pamphlet entitled Inorganic Forces Ordained to Supersede Human 
Slavery. Because of man’s inherent corruption, slavery can only be 
eliminated if the masters can substitute a more profitable mode. This 
is done by the advance of technology. Wherever slavery is rendered 
commercially impossible by the superior economy and efficiency of 
inanimate forces, there the ultimate law has begun to prevail. There- 
fore opponents of slavery should devote their funds to extending the 
factory system to the South. 

But Senator James Henry Hammond of South Carolina in a Senate 
speech in 1858 succinctly summarized the southern position in telling 
the North that its wage slaves were, like the black slaves, the mudsill 
of society and political government. Every social system must have 
a class of low intellect and skill for the drudgery in order that there 
may be a class leading to “progress, civilization and refinement.” 

Senator Jefferson Davis of Mississippi, after defending Caleb Cush- 
ing in the Senate in January 1860 as an “ornament to the age in 
which he lives,” went on to quote approvingly from a letter Cushing 
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wrote defending the extension of slavery to the territories. The idea 
that slave property exists only by local law, wrote Cushing, is no more 
true than it is of other property. “In fact the European Socialists, 
who in wild radicalism (including the assassination doctrine) are the 
correspondents of the American Abolitionists, maintain the same 
doctrine as to all property, that the abolitionists do as to slave prop- 
erty. The famous theory of the socialist Proudhon is that property 
is theft.” 

As part of the strategy to force northern acquiescence in extension 
Was increasing agitation in the South to reopen the foreign slave 
trade. If the slave trade is opened, exclaimed one of the outstanding 
leaders of the movement, L. W. Spratt, to the South Carolina legis- 
lature, slaves will be so cheap that the great number of southern white 
non-slaveholders can obtain slaves and thereby help to maintain the 
South as “the purest form of aristocracy the world has ever seen.” * 

For the campaign of 1860, the Republicans had as standard bearer 
a “western Progressive” hardly differing from Douglas. This was 
Abraham Lincoln, an attorney for railroads and a Hamiltonian in so- 
cial and political views. He declared that he had never been in favor 
of bringing about “the social and political equality of the white and 
black races,” nor of “making voters or jurors of Negroes, nor of 
qualifying them to hold office, nor to intermarry with white peo- 
ple.” °° But he was against the extension of slavery. So he claimed that 
he stood with Jefferson in favor of human rights against property 
rights. 

Some of the die-hard Whigs set up a Constitutional Party ticket 
to preserve the status quo. Edward Everett, its candidate for the vice- 
presidency, denounced those philanthropists, especially abolitionists, 
who did not realize that important change is achieved gradually by 
the slow working of moral, physical, and economic causes. 

The Democratic Party split into a northern faction favoring Doug- 
las’s squatter-sovereignty doctrine and a southern faction which de- 
manded that Congress carry out the Dred Scott decision by giving 
positive protection to slavery in the territories. But both factions de- 
clared that the “Black Republicans” were in the same class with “Red 
Republicans.” Old Jackson leaders in the West, with the same fervor 
with which they had attacked the moneyed aristocracy, charged the 
Republicans with sedition for supposedly speaking of equality be- 
tween black and white. 

Texas Democratic Senator Louis Wigfall declared in the Senate 
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in 1860: “Democracy in the United States means one thing, in Eu- 
rope another. It does not mean here wearing a dirty shirt; I never saw 
a democrat in the country” who denied that a man had a right to 
associate with anybody he pleased. “We did not differ from the 
Whigs on questions of social equality,” but on the construction of 
the Constitution. The Democrats have adopted the doctrines of Jeffer- 
son as a text, but Calhoun’s commentary on the text is better than the 
text. Cotton is king, he thundered. Without cotton, northern op- 
eratives would be idle, northern capitalists would be broken, and 
then there would be nothing for the North to tax to raise funds to 
suppress the South if it secedes,; whereas the South can raise an 
immense war chest through shipping the cotton. 


Along with slavery the nation was beginning to feel some of the 
ills of the wage system. Respectable opinion, so well expressed by 
Gouge, held that any direct amelioration of the condition of labor 
by law or by labor combinations ran counter to the immutable law 
of supply and demand. 

In denouncing the tariffs in the early thirties, Raguet gave full cre- 
dence and wide publicity to the gruesome reports on factory condi- 
tions and the depressed condition of labor. But when it came to direct 
demands by labor for ameliorative measures, Raguet found that the 
condition of labor was as satisfactory as it could be under the same 
circumstances: Their demands show that the dissemination of the 
“true principles of political economy” should have reference to more 
than the tariff and internal improvements. “The spirit of inquiry 
manifested byworkmen is laudable in general but they have absorbed 
the erroneous notion that capital gets more than its just share. Lf this 
doctrine is permitted to gain strength by the apathy of those bound 
to interpose, incalculable mischief will be done the country. The 
value of any species of property and commodity can be determined 
only by the competition of the market.” 

A ten-hour day or higher wages through combination or law 
would contravene “the great principle of nature, called the law of 
competition,” to the employer’s ruin and loss of employment for 
labor. If custom from time immemorial in a trade requires twelve 
hours’ labor, the ten-hour day would proportionately raise wages 
and prices. Either the employer would lose customers to other cities, 
or there would be an infiltration of laborers from other cities. In any 
event the laborers would suffer unemployment and lower wages. 
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The workingman is not a slave so long as he is free to accept or 
reject the employer’s terms. Land is so cheap that the laborer from his 
wages can “with industry, sobriety and economy” become an inde- 
pendent farmer and have a chance for a seat in Congress. Even if he 
becomes a tenant on shares or money rent, he will acquire sufficient 
in a short time to buy a farm.*! 

Finally, in 1848, Pennsylvania began pioneering in factory legisla- 
tion with a ten-hour law. It applied primarily to children, since those 
above the age of twelve could by contract agree to work more hours. 

A similar proposal in Massachusetts was successfully opposed by 
the manufacturers. The legislative committee agreed that a ten-hour 
law in Massachusetts would close all the factories unless all the other 
states followed suit. But more basically “the question of hours in- 
volves the question of wages, and experience teaches that this is bet- 
ter regulated by the laborers themselves.” Labor in Massachusetts is 
a different commodity from labor in Europe. In this country labor 
is on an equality with capital, and indeed controls it. So it ever will 
be while free education and free institutions exist. 

There are, of course, some present evils, said the committee. It 
would be better if hours were less, if more time were allowed for 
meals, if more attention were paid to ventilation. But “the remedy is 
not with us. We look for it in the progressive improvement in arts 
and science, in a higher appreciation of man’s destiny, in a less love 
for money, and a more ardent love for social happiness and intel- 
lectual superiority.” *? 

Perhaps the real answer was in the boast of Nathan Appleton, 
prominent Massachusetts Whig manufacturer, in his article on cot- 
ton manufactures in the Encyclopedia Americana, that America 
could successfully export textiles because of the cheapness of the 
otherwise unemployed female labor. 

Combinations of labor, of course, were viewed as undesirable. 
Daniel Webster in a forthright manner denounced labor organiza- 
tions as “working in darkness” and striving to obtain for themselves 
by combination and concert advantages not enjoyed by other citi- 
zens of the republic.** The more urbane A. B. Johnson was willing to 
admit that labor was the most unprotected class as he undertook 
to defend New York’s usury laws in the manner of Gilmer. A laborer 
possesses the theoretical power of locomotion and may, like money, 
seek the best market; but practically nothing is more difficult to 
move than labor. Besides his attachment to his customary habitat, a 
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man cannot move till he acquires spare capital to support him and 
his family on his journey. 

A dependent status for labor is necessary if we would compete 
with foreign industry. Consequently any attempt by laborers to 
coerce concerted action among themselves with a view to control 
wages is deemed by law as Genie conspiracy. But labor’s disadvan- 
tages will be mitigated if the usury laws are not eliminated, for the 
iow rate of interest permits the employer to refrain from pressing 
labor to the utmost‘limits. The usury laws and the anti- combination 
measures rest on the same public policy, and if one is repealed the 
other ought to be.** 

With the growth of the political importance of the workingman 
came a curious and confusing literature which intended to give the 
impression that it was prepared by as well as for workingmen. But 
generally it had oS interests directly in mind. For instance, in 
Philadelphia in 1829 “a large meeting of workingmen and others” 
memorialized the Pennsylvania legislature not to chores additional 
banks. The “workingmen” declared that the “whole wealth of so- 
ciety depends on their exertions.” A grave error prevails that a laborer 
could easily obtain a comfortable living, and that all the difficulties 
of the class consequently proceed from “our own indiscretion.” 
But in most parts of the Union the laborer, despite the utmost 
diligence and frugality, can hardly save enough for a reserve against 
the day of distress. In fact, sufferings and wants are as severe and as 
widely extended in proportion to the number of inhabitants as in 
Europe. The cause is the excessive extension of paper credit through 
the creation of new banks by the legislature. 

They based their objections to additional charters on the “axioms. 
in political economy.” To increase the amount of paper beyond the 
amount of specie that would ordinarily be used as a medium, raises 
prices, but wages do not rise so easily as commodities, hence every 
rise in prices is a reduction in wages. Furthermore, the rise of prices 
increases imports, with the result that many branches of domestic in- 
dustry are depressed. Worse, this fictitious rise of prices is mistaken 
by many individuals for an increase of wealth, thus leading them 
into extravagant living. But only by saving can capital be accu- 
mulated, and capital is the funds from which labor is supported. 

The desire to keep the greatest quantity of paper possible afloat 
by so many rival banks, subjects every bank to a run for specie; the 
threat of a run occasions a reduction of bank notes. The result is 
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bankruptcies in the “higher ranks” and the loss of back wages to la- 
bor. 

The extension of the present banking and paper system leaves the 
public without a fixed standard of value. The alternate debasement 
and enhancement of the currency prevents calculations in business. 
No man knows how far the successive expansion and contraction of 
issues will extend, nor when they will occur. Hence capitalists hesitate 
to make investments, and consequently labor cannot find employ- 
ment. 

But the memorialists called for no sudden changes in the system. The 
existing banks must be endured as a necessary evil for ten or perhaps 
twenty years. Any attempt to get rid of the system without suitable 
preparation, such as letting the charters peacefully expire, would 
cause more misery than continuance for fifty years. Fulfillment of 
contracts would be impossible, all the relations of supply and de- 
mand would be deranged, capital would be unproductive, and labor 
would be deprived of employment. The remedy is not to charter 
additional banks. 

That such a mélange of erudite explanations should come from 
“Wworkingmen” might seem strange until one observes among the sig- 
natures to the memorial such names as Raguet and Gouge, both of 
whom apparently had a large hand in drawing it up. But, as the com- 
mittee stated, “the meeting, under whose direction they acted, though 
consisting chiefly of mechanics,” made no distinction of occupa- 
tion but looked to the “common concern.” *° 

It was such tactics that burdened the great mass of “labor” litera- 
ture that began to make its appearance. 


CEVACPAD ERX XV 


The “Labor” Literature 


HE American “labor” thinkers drew inspiration not only 

from good American traditional sources such as Jefferson, 

John Taylor, Barlow, and Paine, but also from the great 
iterature of the varieties of socialism in Europe. 
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The great source of inspiration for most of the “Jaborite”’ litera- 
ture was the work of Robert Owen. It came from both his writings 
and his educational, co-operative, and communistic experiments in 
Great Britain and his New Harmony, Indiana, project. His New Har- 
mony experiment was short-lived. But from it came the leaders of 
various “labor” movements that attracted attention before the Civil 
War. Other sources of inspiration were such English writers as the 
well-to-do “Ricardian Socialist” William Thompson, Jeremy Ben- 
tham’s former secretary. Then there were continental writers who 
became a fad, such as Comte Henri de Saint-Simon, and more es- 
pecially Charles Fourier, whose schemes found practical expression in 
the actual establishment of ill-fated phalanxes. Even Louis Blanc with 
his national workshops found supporters in the United States, espe- 
cially among the Fourierites. 

The importations of European socialism, like the importations of 
European conventional economics, were always modified in terms of 
the exigencies of the American scene. 


LANGDON BYLLESBY: RICARDIAN SOCIALIST 


The first native treatise appears to have been Observations on the 
Sources and Effects of Unequal Wealth, which was written by the 
Philadelphia printer, inventor, and journalist, Langdon Byllesby. The 
book, however, was published in New York in 1826. He acknowl- 
edged a heavy indebtedness to Thompson and like Thompson saw in 
producers’ co-operatives the salvation of labor. He regarded the “‘la- 
borites” as independent artisans being strangled mot only by the 
growth of machine production under the control of capitalists, but 
also by the capitalists’ control of exchange and distribution. 

Jefferson, he said, had stated the fundamental principle that every 
man has the natural right to life, liberty, and happiness; but the la- 
boring mass is deprived of its rights and in effect rendered slaves 
through being defrauded of a substantial share of the product of its 
labor by existing institutional arrangements, or what he called the 
“arts of life,” especially by inheritance, banking, and mercantile specu- 
lation. 

Originally these arts worked for the welfare of man, but they be- 
came hardened into absolutes by becoming unchangeable customs. 
Thus money originally was not only a substitute for cumbrous barter, 
but a just store of value, for it was accepted by producers as evi- 
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dence of a debt owed by purchasers when the latter’s own goods were 
not wanted at the moment in commerce. But with the use of money 
in trade and commerce, its possessor had the power to compel the 
needy to yield a good share of their labor, and thus of value. 

Byllesby similarly treated inheritance, which to him meant essen- 
tially inheritance of land. Originally every man was secure in his 
plot, for justice and instinct pointed out that each should receive the 
reward of clearing and cultivating his plot, just as instinct tells men 
that they are entitled to the reward of their exertions in any en- 
deavor. But this led to an absolute right in the property so that the 
holder could dispose of it by testament as he saw fit and even forever. 
Once this right was established, the enterprising and wary acquired 
the property of the less prosperous. With lands held in exclusive 
property, the mass must work at a bare subsistence, and the land- 
owners get the surplus to live luxuriously without labor. This vio- 
lates the “natural equality of rights” to acquire subsistence and prop- 
erty, and thus reduces wealth instead of augmenting it. 

What seems to have bothered Byllesby most in connection with 
land was the high rents charged “mechanics” in the cities for par- 
ticular locations. This, he said, arises from the existing system of 
competition in the production of necessaries and conveniences and 
the monopolizing of their distribution and exchange by great capital- 
ists. 

The greatest evil flowing from present arrangements is tech- 
nological improvements. In the old days people died from disease 
and famine, today, said Byllesby, the paradox of overproduction 
‘overwhelms a large portion of the laboring classes with remorseless 
distress,” for operations must be suspended until consumption shall 
relieve the stock on hand. These technological improvements in- 
crease the value and power of wealth over labor in equal ratio with 
the decline in the price of goods, for they reduce the value of neces- 
sary labor. The workers themselves sign their death warrant, for they 
necessarily buy the cheap products. 

With laborers competing with one another for employment at a 
sare subsistence, the result is a limitation of demand, and thus of 
sroduction with its evils—that is, the competition curtails consump- 
‘ion, and should logically eventuate in the suppression of all produc- 
‘ion. This did not occur as yet because poor relief provides a “fric- 
‘ion weight.” 

But Byllesby found insuperable objections to tampering with exist- 
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ing arrangements, except along lines which the orthodox economists 
and the financial community fin the most part desired. Thus he was 
against usury laws because any interference with private contracts 
subjects the necessitous party to greater oppression in providing for 
the safety of both. He did offer the suggestion, but only as a sug- 
gestion, that the land of the dead might revert to the state, and the 
state in turn might make allotments to members of the rising genera- 
tion as they reached maturity. But he disposed of this and similar 
“political” remedies by saying that it would be difficult to invent a 
suitable scheme that would meet universal approbation. 

The real solution is not destruction of the prevailing “arts of life,” 
but “concert and co-operation” to replace competition. This took the 
form of setting up voluntary associations of mechanics for “Securing 
Equal (or mutual) Advantages (or interests).” Members bought 
shares; and they could buy more than one with the stipulation that 
they must sell all but one to new members. 

Such a concentrated association would eliminate the oppressive 
rents extracted from mechanics. Under the system of equalization, 
the rents of shops would fall to a value corresponding with the labor 
expended in building them. This would similarly bring down inter- 
est. In fact, if the associations become common, the only future for 
interest would be in the purchase of shares in the associations. Each 
association would fix wages “according to the average time required 
for the making of an article at something like the customary jour- 
neyman’s wages,” and the surplus would be divided among the share- 
holders. 

Members inventing machines would get a reward proportionate to 
their value. The profits of the labor of apprentices would go to their 
instructors while learning their art, and for the remainder of the 
term of their apprenticeship half of their return would go toward 
their maintenance and the other half to the association. After an asso- 
ciation operated for a year, applicants for membership would have 
a moderately good acquaintance with the principle branches of sci- 
ence and at least one language dead or living, in order to give dis- 
tinction to the members. 

At the same time, the association would inquire into the most 
effective method of ascertaining both the value of its labor, “as com- 
pared with the processes of other arts and with agriculture,” and “the 
proportion of operatives in each mechanic or other art that will best 
comport with the free and general supply of all.” Once these matters 
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are determined, “we will endeavor to adjust and conform ours and 
admit all others to an equality.” Each association, in purchasing goods, 
would give a preference to other associations, whenever feasible, espe- 
cially “where they will admit equal quantities of labor to balance 
each other.” 

The ease with which Byllesby could combine business promotion 
with socialist rhetoric is understandable in light of a clever satire 
attributed to him attacking the critics of patents, Patent Right Op- 
pression Exposed (1813). As the years passed, “Langdon Byllesby, 
gent.” replaced “L. Byllesby, printer” in the Philadelphia directories, 


LEADERS OF WORKING MEN’S PARTIES: THOMAS SKIDMORE, 
FRANCES WRIGHT, STEPHEN SIMPSON 


’ 


Three years later Thomas Skidmore, New York “mechanic” and 
journalist, elaborated on Byllesby’s ideas in his treatise, The Rights of 
Man to Property! Like Byllesby, he appealed to the “poor and mid- 
dling class” to take steps to check the evils of overgrown wealth, the 
monopoly of land and banks, and restore free competition. He too 
ised Jefferson as his gospel; but he proposed specifically that to the 
nalienable and equal rights of man to life, liberty, and happiness, 
ye added “property”—that is, the equal right of every man to ac- 
juire property. Inheritance and other species of monopoly check the 
yrowth of wealth by making the mass despair of acquiring wealth, 
1e said. Thus they grow indolent. 

A constitutional convention should be called to provide that in- 
ieritance be abolished and estates of the dead always divided among 
hose coming of age. But to allow the present generation to start 
-qually in the race for wealth, all debts and claims of property should 
ye canceled and all assets disposed of at a general auction in which 
ach person would have equal purchasing power. 

Since unrestrained competition is the ideal, the state, too, must 
ive up all its lands and income-bearing assets. Some of the latter, 
\otably the valuable salt lands, would require for efficient operation 
he associating together of a number of the successful bidders, but 
hese associations could never be dangerous because they never could 
e acquired by sufficiently few to check competition. Similarly, 
anks and other corporations with limited liability should be allowed. 

At the same time, Skidmore demanded the prohibition of com- 
eting foreign manufactures. Foreign competition, by reducing prices 


642 ; THE ECONOMIC MIND IN AMERICAN CIVILIZATION 

below a just return for the producer, would destroy the benefits to 
the producer of the portion of capital he has been given with which 
to engage in business. This violates the social compact. In effect, 
when a man surrenders his right to the soil and becomes a laborer, 
society has made a contract with him to consume his goods. So: if 
the southern cotton planters refuse to take domestic manufactures 
in place of cheaper foreign ones, society can rightly seize their planta- 
tions. A final plank in Skidmore’s treatment was that, until they reach 
maturity and get a share of the property of.the dead to start business, 
youth should be maintained in school. 


This idea at the time formed the basic instrument for the salvation 
of the “workingmen” in the mind of Skidmore’s temporary ally, the 
Scottish-born Frances Wright (1795-1852). She was one of the most 
remarkable characters of the period. Her father had been an intimate 
of Adam Smith, and she had sat at the feet of Bentham. She inter- 
ested herself in all sorts of reforms, from the ending of slavery to 
equal rights for women. . 

Influenced considerably by her friend OQwen’s experiments, she 
started a colony with purchased slaves at Nashoba, Tennessee, to 
prove that slavery could be eliminated without financial loss to the 
masters. She felt that in such colonies under the control of a few 
enlightened whites, the slaves in the course of receiving an industrial 
training would in a few years repay the investment in the slaves, plus 
interest, and, thus prepared for freedom, could then be exported. 
However, the colony proved a failure. Meanwhile Frances Wright 
and Owen’s son, Robert Dale, came to New York in 1829 with a 
new paper they had started at New Harmony, the Free Enquirer, to 
campaign for free compulsory education in the nature of industrial 
training as the solution of the ills of the “workingman.” 

Like the other radicals, she called on the people to awaken lest a 
moneyed aristocracy and a priestly hierarchy enslave the country for 
the exaltation of the few. “The present is . . . openly and acknowl- 
edgedly a war of class. . . . It is the ridden people of the earth who 
are struggling to throw from their backs the ‘booted and spurred’ 
riders whose legitimate title to starve as well as to work them to death 
will no longer pass current.” ? Workhouses are no solution, for they 
would merely glut an already unproductive market. Fixing minimum 
wages is impossible, and even if it were possible, the laborer as well 
as the employer would be damaged. 
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She agreed that technological advance at present only benefited 
the stock jobber, and if it were possible, it would be wise to suspend 
the advance for the present, for it befits a race more advanced in 
intelligence than ours. As a disciple, the Quaker Amos Gilbert, Penn- 
sylvania schoolmaster and editor of the Inciter and other journals, 
put it, canals, railroads, and labor-saving machinery can be blessings 
only to an intelligent people. Aristocratical monopoly always re- 
sults when general mental cultivation does not precede mechanical 
improvement as exemplified in the manufactories of Europe where 
thousands of first-rate artisans possess little knowledge, except to 
handle the tools of their profession. They do not even know that 
ignorance of the natural equality of human beings continued through 
successive ages is the cause of their privations and degradations and 
that they themselves are only a “part of the labour-saving machinery 
of monopolizing capitalists.” ? 

Therefore the remedy is general education. Wright proposed free 
compulsory education for all until manhood. Tuition is not only to 
be free, but the children of the rich as well as the poor must attend 
and live at these free schools, for common living infuses a common 
‘democratic basis and will repress the desire for exclusive charters and 
privileges. Such a scheme of “national republican education” would 
give meaning to Jefferson’s inalienable rights of man, for youth would 
acquire habits of healthy industry and be trained as equals to under- 
stand and exercise those rights. 

Under her scheme the children were to begin school at the age of 
two and continue until sixteen or longer if desirable. The schooling 
was to be primarily training for industry. The financial support was 
a double tax, one on wealth and the other to be paid by every parent 
on every child, until the age “when juvenile labour should be found, 
on the average, equivalent to the educational expenses.” This tax 
was to be a universal tax in order to inculcate forethought “especially 
in young persons, who before they assumed the responsibility of 
parents, would estimate their fitness to meet it.” ° 

Skidmore and Wright joined forces that same year to promote the 
Working Men’s Party. The platform was: “All children are entitled 
to equal education; all adults to equal property; and all mankind to 
equal privileges.” 

‘The party achieved some success. Working Men’s parties sprang 
up all over the state, and a state convention was even held. As one 
shrewd observer of the day noticed, the party consisted “as well of 
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merchants, lawyers, physicians, and speculators, as of operatives un- 
der the cognomen of working men. They professed opposition to 
the monopoly of banks and bank paper although you might... 
perceive bank directors, clerks, and cashiers figuring in their ranks.” * 
But then, as one of the leaders said, the term “working men” included 
not merely the manual laborer, but every man who earned his bread 
by useful exertion whether mental or physical.’ Soon the party was 
split into the Skidmore and Wright factions among others. The re- 
spectable were constantly denouncing “Fanny” Wright for agrarian- 
ism, atheism, infidelity, abolitionism, and race amalgamation, But she, 
along with the respectable, denounced the “agrarianism” of Skidmore. 
She was for letting the future generations, properly trained in “equal 
rights,” decide “how their property shall be inherited and divided.” 

Her disciple, Amos Gilbert, agreed, he said, with Skidmore’s ob- 
jective but dissented as to the method: Skidmore thinks if means were 
equal, education would be universal; we think if right education were 
universal, means would be equal. 

Skidmore’s scheme, he continued, is unjust because it compels the 
industrious to share the fruit of their labor. True, wealth is only the 
product of labor, and the great mass of it is monopolized by those 
who labor not, and its creators are robbed by a mere legal tenure, 
yet this legal tenure “will be exercised until men are instructed in 
Imowledse, morality, and the?fraternal relation, better than hereto- 
fore.” Furthermore, there is greater difficulty in imparting right 
views on the subject to “those whose pecuniary circumstances are 
below mediocrity, than to those . . . above it.” ° 

Right education. to secure equality outside of “industrial educa- 
tion” seemed to the group to consist in birth control, as evidenced 
by the publication by Robert Dale Owen of Moral Physiology in 
1831. This would raise the workers’ wages, Owen maintained, as did 
some orthodox leaders of economics in England. 

Skidmore, on the other hand, started a short-lived newspaper of his 
own, the Friend of Equal Rights, promoted the “New York Asso- 
ciation for the Gratuitous Distribution of Discussions on Political 
Economy” to issue sound writings which consisted of his one 
pamphlet item, Political Essays, and to sponsor meetings to set up 
candidates for the ensuing elections. Throwing in Locke and Black- 
stone as additional authorities, he appealed to the wealthy as well as 
the poor and middle class to support his views. He denounced the 
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Wright “guardian” school method as destroying family ties and 
declared that education cannot be equalized until the “condition” 
of the adults is equalized. In answer to Owen he wrote Moral Physi- 
ology Exposed and Refuted (1831). He maintained that the greater 
the population, the greater the market and the division of labor so 
that goods can be produced more cheaply. Perhaps most significant 
was his assertion that children, instead of being treated as a species 
of property reared for profit, should be treated as equal but young 
fellow citizens. 

The outstanding leaders soon disappeared. Skidmore died in 1832. 
Frances Wright went to Europe for what turned out to be a five- 
year visit. Owen returned to Indiana, where he became a power in 
the Democratic Party and supported the prohibition of Negroes and 
mulattoes from settling or purchasing real estate. 


In Philadelphia there also arose a Working Men’s Party which, like 
its New York counterpart, could hardly be said to be composed of 
mere laborers. Its intellectual leader was Stephen Simpson (1789- 
1854) whom admirers appropriately called the “American Cobbett.” 

Simpson’s father, George Simpson, had held the important posi- 
tion of cashier of the Bank of North America, the first Bank of the 
United States, and Girard’s bank. The son, too, seemed embarked 
on a promising banking career as note clerk for the second Bank of 
the United States shortly after its establishment. But his job did not 
last long, and he returned to his earlier and precarious profession of 
journalist, which was, of course, tied up with office-seeking. 

He started many short-lived organs. He was among the first to 
support the presidential aspirations of Jackson, under whom he had 
served at the Battle of New Orleans. In 1830, while a clerk in Girard’s 
establishment, he ran for Congress as the candidate of the “Federal 
Republican” faction in Pennsylvania which, like other Jackson 
parties in Pennsylvania, had a National Republican platform. At 
the same time the Working Men’s Party supported his candidacy on 
the ground that he favored a system of general education. But his 
“new theory of political economy” for the workingmen, which he 
issued shortly after his defeat, turned out to be National Republican. 

Like the others, Simpson dedicated his book, The Working Man’s 
Manual: A New Theory of Political Economy (1831), to Jefferson 
for his Declaration of Independence and cited the wisdom of John 


646 THE ECONOMIC MIND IN AMERICAN CIVILIZATION 


Taylor in distinguishing between the division of property by in- 
dustry or labor and division by law. He concluded by supporting 
Hamilton’s program. 

Simpson began by attacking the state banks as parasites on labor. 
The chartered state banks are in effect combinations of capitalists 
to monopolize the means of commanding the product of labor at their 
price, he declared. By refusing accommodations to the industrious 
and forcing them to pay usurious interest for loans to a capitalist or 
bank director in his private capacity, they have created a moneyed 
aristocracy which intercepts a share of labor’s wages. 

But the banks should not be eliminated. They are useful to trade to 
the extent that they put into activity the capital of the nation. The 
national bank prevents them from acting viciously. Under the liberal 
enlightened management of Biddle, the stockholders get increased 
dividends and the government and the community are maintained in a 
prosperous condition. The bank is not a dangerous moneyed aristoc- 
racy, for it is owned by four thousand shareholders of all occupa- 
tions and conditions. The capital is managed by twenty-five di- 
rectors annually changed according to the republican principle of 
“rotation in office.” The capital is loaned to merchants, farmers, trad- 
ers, and manufacturers throughout the Union to stimulate commerce, 
trade, and manufactures. The question is not whether the bank con- 
tains an abstract principle of monopoly, but whether the property 
of the citizens is safe without this check on the excessive issues of 
state banks. If the bank is demolished, laborers will be the greatest 
sufferers because, instead of being paid in a stable currency, they will 
be paid in depreciated bank notes. 

The argument that the Constitution does not specifically provide 
for a bank has already been met by Hamilton’s “brilliant discussion” 
of implied powers. Even if the Constitution had specifically pro- 
hibited a national bank, this in itself should not prohibit its creation, 
for the progressive development of a country may influence the Con- 
stitution to conform to its altered relations. A constitution adopted 
when the country had only 3,000,000 people was not adopted to fit a 
country of 24,000,000. The notion of the sovereignty of the people 
demands a practical substantive ever-existent constitution, with prac- 
tice not violating the theory but improving and perfecting it. Simi- 
larly, a protective tariff, so ably vindicated by Hamilton’s brilliant 
Report on Manufactures, has a dubious constitutional authority, but 
by common consent it is engrafted on the common organic law. 
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Usury laws are reprehensible. Since it is labor that is in reality bor- 
rowed, the owner has the right to obtain the highest price; and, if 
unshackled by law, competition will prevent extortion because idle 
Sapitalists, being dependent for subsistence and luxuries on the labor 
of the borrower, will lend on reasonable terms. Likewise rent should 
de left to regulate itself, for rent is the return of capital in the form 
of land. On the other hand, poor houses are bad because they osten- 
atiously pamper at public cost people little superior to felons. This 
and other features we have borrowed from England, where the spirit 
of feudalism is dominant. While labor there has nominal liberty, it is 
n reality the liberty to famish. All the more should we refuse to be 
yuided by European economists headed by Say, for they are uncon- 
ciously imbued with the feudal atmosphere. 

Simpson had no objection to the basic principles of European eco- 
10mics, such as that wages are regulated by supply and demand and 
oy the contingencies of seasons and markets. Poverty would be cured 
xy education, he declared. Ignorance leads to vice, lack of ambition, 
ind such bitter hatred of the wealthy that the commonwealth is in 
ffect split into two warring nations. 

But if the laborers have an education, they will be stimulated to 
\cquisition, to excel in whatever brings applause; and above all they 
will acquire polished manners. The lack of good breeding has been 
he chief cause of their inability to rise, for it prevents them from 
issociating with the wealthy. The contempt of the wealthy and edu- 
rated is not for the occupation of the poor, but for their ignorance. 
This is evidenced by the fact that when a vigorous intellect bursts 
he bonds of ignorance in the contemned class, it is immediately 
nerged into the higher and cultivated class, and soon obtains respect. 

At the same time, as a member, though an unimportant member, of 
he clique supporting the national bank and fighting Jackson’s re- 
lection, Simpson started the Pennsylvania Whig. Like so many such 
arty organs, it was short-lived. It began in August 1831 and expired 
yn the eve of the 1832 election. But it lasted long enough for Jackson 
0 list as evidence of corruption of the press by the bank, the bank’s 
wenty-six subscriptions to the paper.’ 

Simpson next achieved prominence with another movement that 
nore directly combined banking with uplift of labor. He and a 
vell-known patent and family medicine vender, Dr. Thomas W. 
yott, established in 1836 the notorious “Savings Fund” in Phila- 
lelphia. The promoters stated that the bank was intended to afford 
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a safe depository for the savings of labor. They would take deposits 
up to a total amount of $500,000 and would protect the depositors 
by real-estate security to that amount. No other institution pos- 
sesses such adequate security, they said; and no other institution 
gives 6 per cent. But the motive of the bank, they added, is to give 
the “meritorious workman the ial legal interest which he ought 
always to obtain from his savings.” 

Naturally the bank issued notes, but their denomination was as low 
as five cents. When complaints were made in the press that the bank 
refused to redeem its notes, the promoters reported that a “com- 
bination of interests inimical to individual enterprise” has caused a 
run on the bank and somewhat shaken public confidence in it. Time 
will be required for resumption, but meanwhile note holders can 
deposit them and receive legal interest or use them to purchase at 
par in certain shops. Redemption dates were often announced in the 
press, but apparently postponed; in fact, the press commented: 
“Some mystery seems always to follow these shinplasters as if it 
were their shadows.” In 1839 Dyott was sentenced to three years in 
jail for conspiracy to defraud.* Simpson was charged with the same 
offense, but he appears to have gone free. 

The following year, 1840, Simpson wrote his good friend and 
Jackson leader, Senator James Buchanan, that he had always really 
been a supporter of Jackson; that he had been among the first to 
attack the Bank of the United States, and that he was the first to 
support the sub-treasury system. All he wanted for his great services 
in the past, he informed Buchanan, was a job paying $1500-$1800 
in order to support his growing family.® For these varying positions 
on banking there was some basis in fact in Simpson’s chequered career 
in journalism. As Buchanan grew more powerful, Simpson’s fortunes 
prospered. 

New England, too, had a flurry of the Working Men’s parties in 
the early Jackson period, and they were perhaps even more ambiguous 
than the others. At the Charlestown, Massachusetts, Lyceum, aristo- 
cratic Edward Everett somewhat gratuitously warned the Working 
Men’s Party that capital is essential to labor; that they are making 
an unwarranted distinction between those who labor with their 
heads as against those who labor with their hands. This land knows 
no class distinction; both types are “working men and gentlemen.” 1° 

He was unnecessarily concerned, for as a Delaware labor organ 
put it in regard to a local labor ticket: “Very few of the names on 
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he working men’s ticket belong to the society of working men; but 
hey are all known to be friendly to the cause and views of the 
vorking men.” 1+ 

The Working Men’s parties died out at least temporarily with the 
e-election of Jackson. 


NON-POLITICAL REFORMERS: WILLIAM MACLURE, THEODORE 
SEDGWICK II 


Along another line William Maclure (1763-1840) pushed the 
ducational ideal to the limit.12 He was a Britisher of Scottish birth 
vho made a fortune in the American trade, then settled in the 
Jnited States to spend his days in geological research and ameliora- 
ion of the conditions of labor. He had joined with Owen to promote 
he New Harmony colony and was intended to be the main leader 
n the educational experiments. He brought along a “boatload of 
nowledge” in the form of experimenters in industrial education. 
Though he soon broke with Owen, he continued to support his own 
Norkingmen’s Institute in the settlement. From Mexico, where he 
ater went to start agricultural colonies, he continued to tell the Amer- 
can public how to solve labor’s problems. 

Maclure denounced Ricardo and his school for being metaphysi- 
al, and above all for having contrived a complex theory for the con- 
enience of the “cunning few” and the rulers of church and state. 
.ccording to their scheme, he said, neither rents nor tithes nor taxes, 
vhich are really rents to church and state, enter into the value of 
ericultural products or increase their prices, for they are not wages 
r profits. Consequently the gentlemen, landowners, priests, poli- 
cians, can revel in luxury without feeling that they oppress the pro- 
ucers, including those who have capital. The country needs a new 
olitical economy which will impress on the people that they must 
revent their rulers from interfering with the production and distri- 
ution of individual riches—in other words, with individual enter- 
rise. Not only should no special privileges be granted, but also no 
ublic works should be undertaken by the state. 

The new political economy would teach that the Union should be 
federation of autonomous communities, sufficiently small so that the 
\dividuals can see how the taxes drawn from their pockets are spent. 
idustrial education would be the prime mover in giving to labor its 
roduct, for this would bring about relative equality of property 
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and knowledge, and diffusion of knowledge would impress on the 
people the inequity of granting privileges and monopolies. At the 
same time, with all unjust monopolizing charters, laws, and regula- 
tions eliminated, slavery would also end, for then free labor could 
effectively compete with slave labor and would beat it. 

Laborers should not turn to labor unions because even organized 
laborers must wage an unequal contest against the monopolists to 
raise their pay. Therefore they should establish autonomous small 
communities comprising all kinds of producers. It would not be in the 
nature of Owen’s communism, where the industrious maintain the 
idle; but it would be a system where everyone would enjoy the fruits 
of his labor with the advantage of an assured market. Made up of the 
producers as against mere idle consumers, they would conform rather 
closely to the distinction made by “Adam Smith and other political 
economists” between productive and non-productive employments.** 


The wealthy Theodore Sedgwick (1780-1839) also professed 
great sympathy for labor’s aspirations and proposed that the road to 
betterment was through education. He was the son of the famous 
and ardent Federalist supporter of Hamilton of the same name. After 
graduating from the Yale of President Dwight in 1798, Theodore 
Sedgwick began practicing law in Albany about the turn of the 
century. 

Like his father, Sedgwick sided with the Hartford Convention 
group and in a public address in Albany declared: ““We have no con- 
fidence in the talents and patriotism of the present Administration.” 1 
With the Federalists a discredited party, and with his health osten- 
sibly in “bad shape,” Sedgwick after the war returned to the family 
residence in the Berkshires in Massachusetts. 

But it was not long before he was active again in politics. He was 
now quite an ardent Jeffersonian and, what is more, a “‘radical’” Jack- 
son leader in Massachusetts. At the same time, he became a promoter 
of railroads and of expansion of lower education as the instruments 
for achieving equal rights for all. 

In 1826 he informed the public that J. B. Say’s was not the book for 
the people of America, and he wished “that we had... a popular 
work on American Political Economy written expressly for the peo- 
ple.” *° In 1836 he undertook to supply the need by publishing in 
installments his Public and Private Economy (1836-1839), illustrated 
with observations from his recent European trip. Like McVickar’s 
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Jutlines, it was dedicated to Wadsworth for his subsidies and efforts 
© inculcate the people with proper principles of political economy, 
vhich Sedgwick held were simply common sense. The purpose of 
he book, he said, is to show the laboring classes the value of property 
ind wealth, and how it may be acquired. 

The most remarkable feature of the present day, he wrote, is the 
levation of the laboring classes. The laborer’s position is much better 
n the United States than in Europe. Bat much poverty still exists, 
specially among many settlers, farmers, immigrants, journeymen, 
ind mechanics. In the factories the “hirelings” do not have the most 
deal life. There is the oppression of company stores, the terrible hous- 
ng conditions, the long hours for women and children. Employers of 
ourse try to get labor as cheaply as possible and generally succeed in 
lepriving labor of a good share of its fruits. 

But the wretchedness of the working people is their own fault. At- 
empting to follow the fashions of those who are ten or a hundred 
imes richer than themselves, they spend a large portion of their 
roperty and wages upon gewgaws, short-lived gaudy finery, and 
specially low sensuality, such as expensive eating and drinking, which 
ither enfeebles or destroys their working faculties. 

If they took the funds they otherwise waste and placed them in 
ither savings banks or acquired property, they would be in a position 
0 prevent the oppression of employers. “Let the working people 
hen, whenever they combine, as they have a right and ought to do 
or all worthy purposes, proclaim temperance as their watchword, 
nd mutual respect for each other’s virtue as the law of their order.” 

The foundation of higher and lower classes, however, is ordained 
yy nature and Providence. The difference depends on the amount of 
nental labor put forth. “If one man has more knowledge than an- 
ther, he will be greater and more powerful” because he will get more 
roperty. People can raise themselves only by the acquisition of 
roperty, virtue, and education. But property gives the means of edu- 
ation, which in turn creates property. When industrious, virtuous 
oung men rise, it is nine times in ten by husbanding their wages and 
hus furnishing them with a capital for a higher and larger business. 

He denounced squatters on the public lands. Originally when the 
ndians were to be feared it was expedient to allow squatters to oc- 
upy the public lands in order to settle the country, but now the 
ndians are being removed. The lands are intended for the poorer and 
ast fortunate people, who should be able by industrious labor to 
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acquire the price of land at $1.25 an acre. Therefore the present 
policy of allowing squatters’ claims deprives individuals of the happi- 
ness from property honestly acquired. Certainly “no good and honest 
man will seize upon property belonging to another,” 

Meanwhile, in 1835 Sedgwick’s son helped promote in New York 
what became the most prominent of the Working Men’s parties of the 
era, the famous Loco-Focos. 

> 


THE LOCO-FOCOS: CLINTON ROOSEVELT, WILLIAM LEGGETT, 
JOHN VETHAKE 


The leaders were supporters of Jackson, and their aim was prima- 
rily to obtain the adoption of the McVickar program of free bank- 
ing under the name of equal rights and anti-monopoly. The pro- 
gram included the abolition of small denomination bank notes, usury 
laws, and the New York Restraining Act which forbade the func- 
tions of deposit and discount to other than the chartered banks, and of 
course it demanded a general incorporation act for banking. 

The leading theorist of this development was the Whig Clinton 
Roosevelt (1804-1898). He was a member of the powerful Roosevelt 
clan. He had been influenced somewhat by Frances Wright and had 
a mind “fertile either to construct systems, mechanical machines, or 
literary matter.” ** He loved to denounce the “individualism” of the 
British school of economics, but he managed to reach the same con- 
clusions they did. In 1833 he wrote a short treatise, The Mode of 
Protecting Domestic Industry, Consistently with the Desires Bath of 
the South and the North, by Operating on the Currency, in which he 
held that if there were free banking and no small notes, prices would 
be sufficiently low to give protection to northern manufactures with- 
out the need of a high tariff. He did not want all paper abolished, 
but he did want its potentialities for creating periods of inflation and 
panics crushed. The banks, he said, make money scarce, and the 
fear of sudden curtailment causes merchants to be slaves of the banks. 

Roosevelt did not hope for permanent good except from a radical 
change in several great points of government. “The science of gov- 
ernment, however, is in its infancy and perhaps it is too metaphysical 
to meet with acceptance, except in a political university—an institu- 
tion which does not exist in America.” But a step in the right direction 
would be the formation of a party to put down the “banking system.” 

Elected to the legislature in 1835, he demanded the prohibition of 
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mall notes and the restoration to individuals and incorporated soci- 
ties, including limited partnerships, of their natural rights to “free 
yanking.” 27 


More prominent as the first public leader of the Loco-Focos was 
William Leggett (1802-1839), the journalist associated with William 
cullen Bryant in the New York Evening Post which Hamilton had 
ounded but which was now a Jackson organ. Leggett moved in the 
yest of society. In accordance with the familiar Jackson rhetoric, 
-eggett spoke of his group as the “friends of equal rights,” seeking to 
ree the laboring class from the oppression of the aristocratic-minded 
nonopolists. The Democratic Party of the North, he wrote, is com- 
yosed primarily of the laboring class; of course, the laboring class in- 
ludes those who work with their heads as well as those who work 
vith their hands. 

Leggett started with the proposition that the great end of “the 
shampions of democratic and economic truth is to institute the nat- 
iral system.” They should aim to simplify government and confine it 
o the mere protection of men from mutual aggression. Only a few 
aws are needed to accomplish this, especially in trade. There is no 
eed of political interference, whether in the form of exclusive char- 
ers, high tariffs, or public inspection acts. 

Legislative charters are procured chiefly by the rich and for the 
ich, but a general act of incorporation along McVickar’s lines 
would be the very measure to enable poor men to compete with 
ich.” But the vested rights of existing corporations are not to be 
ouched until the period to which they have been extended by law 
xpired. 

Leggett bitterly opposed a measure to forbid the use of credit in 
tock-exchange operations. Such an act would merely benefit the 
nore wealthy operators, and thus “make a concession to the spirit 
f aristocracy.” The business of dealing in stocks is as respectable and 
seful as most others. Stock gambling, like any other gambling, is 
ad, of course; but the evil arises from legislative interference with 
he laws of trade. 

In the same direct manner he informed the South early in 1835 that 
he members of the Democratic Party in the North are neither 
agrarian, nor fanatic, nor hypocritical.” They have always supported 
he southern policy because they realize that admitting slaves to an 
quality of civil and social rights would injure them. The laboring 
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classes know that the emancipated slaves would flock North, throw 
the northern laborers out of employment or “at least depreciate the 
value of labour.” Therefore the northerners will not approve of any 
scheme of emancipation which does not “both receive the sanction 
and preserve the rights of the planters of the South, and at the same 
time secure the democracy of the North against the injurious, if not 
fatal, consequences of a competition with the labour of millions of 
manumitted slaves.” 1* Naturally, aristocracy is on the side of aboli- 
tion, for as employers they have an interest in depressing the price 
of labor. 

But Leggett’s ire was aroused when Jackson’s Postmaster General 
approved the action of southern postmasters in destroying “abolition- 
ist” literature sent through the mails. Leggett’s attack on the Post- 
master General brought down on his head the wrath of the national 
and somewhat official organ of the Jackson Administration, the 
Washington Globe. It accused the Post of having made continued 
warfare on the “settled principles of the Democracy.” On the tariff, 
the Post is for free trade, “without reference to the policy of other 
nations.” On banks, it takes no account of the actual condition of 
things in the country, but in effect demands a “universal and immedi- 
ate annihilation.” The spirit of “agrarianism is perceivable in all the 
political views of the Editor, and he appears to be inclined to legislate 
altogether upon abstractions.” This attack on the Postmaster General 
is the final straw which must forever separate Leggett from the Demo- 
cratic Party, the Globe concluded.'® 

Leggett was naturally incensed at the absurd charges of being abo- 
litionist and agrarian and asserted that the Pos?’s economic proposals. 
were the kind that all sound Jacksonians espoused.?° The Leggett 
group claimed that Tammany Hall, the citadel of the regular democ- 
racy, was now dominated by bankers constantly seeking new bank 
charters or legislative sanction to increase the capital of their banks. 


The person who gave the movement great publicity was a more 
flamboyant figure, John Vethake, M.D. He was described by a fellow 
member of the group as possessing “a very philosophic mind, and 
fertile in what are called ‘abstractions’ in religion, politics, and social 
organization.” *1 He was a man of highly respectable parentage. His 
brother, Henry Vethake, was a professor at the University of Penn- 
sylvania. He had written some speculative papers in medicine. He had 
been a lecturer of chemistry in 1827 at Dickinson College, where he 
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eceived at the same time an M.A. degree. Then he taught chemistry 
or a year at a medical school in Baltimore, a newly established branch 
f Washington College, Pennsylvania (now Washington and Jeffer- 
on College). Three years later he appeared as editor of the short- 
ived Poughkeepsie |New York] Anti-Mason which, like most “anti- 
nasonic” organs, appeared to be devoted less to denouncing the 
Masons than to fighting Jackson in behalf of Clay. 

Late in 1835 Dr. Vethake issued a pamphlet which was duly re- 
srinted in the Post, an unsigned manifesto of the “Anti-Monopoly 
Yemocrats,” called The Doctrine of Anti-Monopoly in an Address 
o the Democracy of the City of New York. It contained a heated 
lenunciation of chartered corporations and monopolies. The author 
avored the abolition of the restraining law and of small notes, and 
nsisted on a general incorporation clause “regulated by such provi- 
ions as careful inquiry and practical experience may point out.” 
Without such a law the suspension of special charters would prevent 
ny business requiring large capital.?? 

There was one “heresy” in the Vethake manifesto which the dom- 
nant Leggett group quickly disposed of. Vethake argued that in- 
ernal improvements should be undertaken by government and not 
yy private companies. But Leggett’s wealthy friend and biographer, 
[Theodore Sedgwick, the son of the railroad promoter and economist 
f the same name, declared that this view of internal improvements is 
ontrary to American sentiment. Using the pen name of “Veto” to 
how his great admiration for Jackson’s veto of the bank and internal 
mprovement measures, he declared that railroads, turnpikes, bridges, 
nd the like, require exclusive charters for their construction because 
f the necessity of acquiring land by eminent domain, “Veto” de- 
lared in What Is Monopoly? that the anti-monopolists must confine 
heir attention to banks and demand repeal of the Restraining Act. 

The anti-monopoly Jeffersonian Democrats got together with 
veggett’s blessing and selected Vethake for the Assembly among 
thers to be presented for the Democratic Party nominations at the 
egular meeting at Tammany Hall. The regular Democratic organ, 
he New York Times, recalled that Vethake, when a newspaper ed- 
-or, had opposed the re-election of Jackson. A writer in the Post 
eplied that Vethake had-been “temporarily deceived into the Anti- 
Aasonic party through an over-ardent attachment to the great prin- 
iple of equal rights”, but now he was a sound “anti-bank man.” ?* 

At the Tammany meeting the “regulars,” being a minority, decided 
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to end the meeting by turning off the lights; whereupon the Vethake 
group used the new sulphur matches, called Loco-Focos—which 
gave the group its historic name. The Tammany regulars claimed the 
nominations. The anti-monopolists, calling themselves the “Equal 
Rights Democracy,” presented a separate ticket. After Leggett re- 
fused the party’s nomination for mayor, it was given to Skidmore’s 
old associate, Colonel Alexander Ming. 


The party lost the election, but it showed great promise and in 
1836 developed into a state party of “farmers, mechanics and work- 
ingmen and others friendly to their views.” As candidate for gov- 
ernor they sought the powerful state Democratic leader and loyal 
lieutenant of Van Buren, Colonel Samuel Young. He was a stock- 
holder in banks as well as other enterprises, including railroads. In 
1831-1832, in the controversy over the Bank of the United States, he 
had denied that the bank was necessary to prevent excessive issues by 
state banks. He claimed that none of the standard political economists, 
including Ricardo, had ever declared that specie could be degraded 
by paper; on the contrary, these men had supported the view that 
state banks can never overissue because of the universal world demand 
for specie. True, the banks suspended during the war, but that was to 
prevent the drain of specie to rebellious New England for smuggled 
goods.** Now he was denouncing banks of issue—that is, new ones. 
Young refused the nomination on the ground that he wanted no split 
in the Democratic Party, but he approved their views in general. A 
repeal of the usury laws and restraining laws, a proper limit of bank 
issues, and an exclusion from circulation of all bills under twenty dol- 


lars would “in a great measure, if not entirely, prevent the contrac- 


tions and expansions—those sudden fluctuations in prices and that 
demoralizing mania of speculation with which the community has 
been scourged.” 

The man who accepted the nomination, the Buffalo merchant Isaac 
S. Smith, declared that the term “paper money” was an absurdity, 
and he would therefore sanction only specie as a circulating medium. 
But bankers’ notes of large denomination and bills of exchange, which 
must exist, he said, “cannot come within my definition of circulating 
medium. My creed is to leave commercial men to manage their own 
affairs.” 

For Congress and the legislature, the Loco-Focos nominated candi- 
dates who had the support of either of the two leading regular parties. 


—- 
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They nominated for Congress another Van Buren lieutenant, 
Cambreleng, who was also the regular Tammany candidate. In 1821 
he had defended the banks against the attacks of what he called 
“ignorant westerners.” Now, in the Post under the signature of “Vox 
Populi,” he supported the general program of the “Friends of Equal 
Rights”; and they in turn declared that he was the ablest member of 
Congress from the city and “fully comprehended its commercial in- 
terests and faithfully attended to them.” °° 

They also supported for Congress another regular Democrat, 
James Monroe, president of the Saratoga and Schenectady Railroad. 
With Young and Cambreleng among its influential promoters, the 
company obtained a charter in 1831 containing no restrictions as to 
rates and profits. Young’s hometown newspaper stated with pride in 
1832 that the price of the stock had risen 17 per cent, and its profits 
promised to be 35 per cent annually.” 

In 1834, in behalf of the company, Monroe presented a protest to 
the Assembly against the granting of a charter to the Ballston and 
Washington Railroad, part of whose route lay along the company’s 
lines between Saratoga Springs and Ballston Spa. Monroe complained 
that the act infringed the charter granted his company. Its charter, 
like all charters, he said, is a contract between the state and the 
company; and the promoters would not have hazarded their funds in 
such a new enterprise if they had not felt that “they were protected 
against the competition.” *7 

Such views naturally did not prevent Monroe from accepting the 
nomination of the anti-monopoly party, which, he declared, insisted 
upon “a strict construction of the Constitution ... and the full 
benefit of the guarantee, for all the rights established by the funda- 
mental law of the land.” 

For the New York Assembly the Loco-Focos gave whole-hearted 
support to Roosevelt, who also had the Whig nomination. Though 
he has some eccentricities, he comprehends the “banking system so 
fully, that he is necessarily one of its oldest and most determined 
foes.” 

Having split the party and lost some seats for the Democratic 
Party, the Loco-Focos were naturally berated by the regular Demo- 
cratic organs as agrarians and “Jack Cades.” But they were loyal to 
Jackson, and as early as 1835 Leggett had come out for Van Buren as 
Democratic candidate for President. 

As the Whigs bitterly attacked Jackson’s specie circular in 1836, 


658 THE ECONOMIC MIND IN AMERICAN CIVILIZATION 


the Loco-Focos, led by Leggett, informed the “workingmen” to use 
the great instrument of the right of the poor, “associated effort,” to 
eliminate the notes of distant and suspect banks by which their em- 
ployers attempt to cheat laborers of a just share of the fund of their 
labor. 

With complaints being made of the high price of food, the Loco- 
Focos issued a manifesto in February 1837, declaring that food and 
fuel prices would fall if the workingmen refused paper money for 
their services or demanded immediate redemption of the notes from 
the banks. They called a great mass meeting in the city to support 
their demand that the legislature speedily prohibit all bank notes 
under a hundred dollars, abrogate all inspectorships over articles of 
commerce, and repeal all laws whereby the Common Council of the 
city restrained or prohibited the freedom of trade. 

Shortly after the meeting people broke into warehouses containing 
huge stocks of flour. The Loco-Focos were accused by the regulars 
of having incited the mob to the action, but they indignantly denied 
the charge. And Leggett at least made clear in the course of the con-_ 
troversy that labor combinations, except those seeking to achieve 
the purposes of the Loco-Foco leaders, were vicious and not seeking 
intrinsically good ends. 

The riots against the flour dealers, he found beyond question, was 
caused by some of the numerous associations of artisans and laborers 
affiliated under the general name of Trade Union. Of all combinations 
this kind is the most reprehensible, for it seeks to monopolize the first 
necessity of man, labor, to compel capital to pay whatever price the 
union chooses to exact. 

At the same time, another Loco-Foco manifesto, prepared by John 
Hale Hunt, whose brother was later a Whig member in the Assembly, 
stated that in order to end the banking system and the whole power 
of false capital, the laws ought to be altered so that all future debts 
“be simply debts of honour, and thus give the advantages of credit to 
honest industry, instead of allowing those advantages to be monopo- 
lized by those best skilled in grinding the poor,*?8 

Under the impact of panic and depression, the legislature lifted the 
Restraining Act and passed a “free banking act” along McVickar’s 
line with the support of all parties and of powerful financial interests. 
It provided that associations with a minimum capital of $100,000 
could engage in banking and issue notes by depositing with a state 
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official 100 per cent security for the notes. Up to one-half of the 
security could consist of real-estate mortgages, the remainder of 
federal and state bonds. 

Indeed, the respectable New York Journal of Commerce declared 
that now was the opportunity to establish a great national bank in 
New York. After all, the “Bank of England, incomparably the most 
powerful money machine in the world, has even more than its whole 
capital permanently invested. Its credit is the mighty power with 
which it controls everything.” *° And Raguet declared that with a 
free banking law in every state, and the national bank in New York 
to curb overissues, the ideal banking system would be achieved.*° The 
Whig Hildreth at the same time called on Massachusetts to follow 
New York’s lead.*1 

Meanwhile the Loco-Foco leaders, after denouncing the suspen- 
ion of specie payments in 1837 as impairment of contracts, rejoined 
the Tammany Hall Democrats to fight together for Van Buren’s in- 
dependent treasury. Whigs throughout the country began denounc- 
ing sub-treasury as a vicious Loco-Foco measure and labeling all sup- 
porters as Loco-Focos—better still, Loco-Foco Federalists. By that 
ime the respectable national leaders of the Democrats, including Cal- 
noun and Benton, were saying that the Loco-Focos had true Jackson 
Jemocratic principles, and they were proud to be considered Loco- 
Focos. Leggett was even given a consular appointment by Van Buren, 
ostensibly to help him recover from an illness. 

Frances Wright returned just in time to join old associates in sup- 
porting Van Buren. Jackson, she said, by vetoing the recharter of the 
Bank of the United States, had started the process of freeing America 
from enslavement to the Bank of England and to the omnipotent 
Parliament of Great Britain as the source of that financial power 
which was stronger than thrones or republics and “convulsed the 
world at pleasure and robbed all the fortunes and industry of the 
sarth under the pretence of aiding them.”’ Van Buren’s sub-treasury 
cheme would break completely the dependence of America on 
Europe and give the American people the opportunity to establish 
yovernment policy in accordance with the principles of ’76.%° 

Samuel Young exclaimed in a campaign address in 1840: It has al- 
vays been one of the arts of federalism to address itself most strongly 
‘o human cupidity. In Jefferson’s day lugubrious speeches were made 
yewailing the departure of “the golden days of commercial prosper- 
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ity.” The same false charges are now being made against the gov- 
ernment, “occasioned by the modern Whig discovery that gold is a 
humbug and ‘paper’ is therefore substituted for ‘golden.’ ” 

After the defeat of Van Buren, Young bewailed the despotism of 
the mass. Just as the Whigs admired Alexis de Tocqueville’s anti- 
Jackson Democracy in America for attributing even the doctrine of 
nullification and the attacks on the national bank to the “tyranny of 
the majority,” so now Young found it the highest source of political 
wisdom. According to “the learned and philosophic De Tocqueville, 
this is the country, of all others, where public opinion is the most 
dictatorial and despotic. Like a spoiled child, it has been indulged, 
flattered and caressed by interested sycophants until its capriciousness 
and tyranny are boundless.” ** 

Clinton Roosevelt, after the election, presented in his The Science 
of Government Founded on Natural Law (1841) an authoritarian 
system of industry “as perfect as the operations of an army in which 
each officer and man knows what to do.” Then he attempted to con- 
vince the American Association for the Advancement of Science, of 
which he was a fellow, to create a division of economics and pursue 
his views on money and the viciousness of Jaissez faire. He informed 
the membership that a given amount of money represents a given 
amount of goods by prices dependent on the amount of labor it would 
cost to produce the like, as a general rule. Therefore prices must fall 
as the amount of goods increases by machinery. This destroys the 
manufacturers’ inducement to continue employing labor. The effect 
is the same as that achieved by banks contracting loans and discounts. 
This is the source of the paradox termed excessive production and 
population. The money to represent the new goods does not increase 
with the increase of manufactured goods. Paper money cannot sup- 
ply the deficiency because banks do business only to make dividends 
and prefer to “let things regulate themselves.” The banking system 
renders us an importing nation much in debt despite every natural 
advantage to export. The net result is that we become dependent on 
the financial and political power of England through the loss of specie 
and curtailment of loans by banks to obtain usurious rates of interest. 
In the meantime what ought to be a regular business becomes more 
hazardous than a game of chance. 

The remedy is for the calm, reasonable, learned minds that com- 
prise the Association to establish an “ontological department for the 


THE ‘“‘LABOR’’ LITERATURE 661 


discussion and establishment of general principles of political econ- 
omy and government.” *4 


ORESTES A. BROWNSON: CHRISTIAN SOCIALIST 


Loco-Focos’ most “radical” and most important self-appointed in- 
tellectual guide to the “workingman” in the later phase of the move- 
ment was the New Englander Orestes A. Brownson (1803-1876), 
who looked to Saint-Simon for his theory of socialism and to Calhoun 
for his concrete working philosophy.** Brownson came of humble 
Vermont parentage. For a while he earned a precarious living as a 
minister of the anti-Calvinist Universalist Church, and as an editor of 
a church organ. In 1829, influenced by the personality of Wright and 
doubtless by the potentialities of a successful Working Men’s Party, 
he joined her group. But in 1830, in the general split of the party, 
he concluded, so he wrote later in The Convert (1857), that since 
money will always win over labor the only way to ameliorate the con- 
dition of the workingman is to have all the classes co-operate in ef- 
forts for the workingmen’s cause. 

He became a Unitarian minister and in 1836 accepted the invitation 
of leaders of that faith to come to Boston to preach to the laboring 
class and win back agnostics to the true faith. Brownson joined the 
ever-increasing number of Boston intellectuals led by Bancroft, who 
were beginning to find that the dominant Democratic Party was the 
party of Christianity and progress. His faith in that party was not 
diminished when, thanks to Bancroft, who was then collector of cus- 
toms in Boston, he was given the stewardship of the United States 
Marine Hospital at Chelsea in 1838. The job required little work but 
gave him an additional income and time to help the party. 

From beginning to end, he followed Calhoun’s philosophy and 
states’ rights position with a vengeance, whether on slavery or the 
tariff. At all times he denounced the doctrine of the sovereignty of 
the people because it means “democratic absolutism,” the despotism 
of the majority; whereas sovereignty resides in jpsHiGe which, for all 
practical purposes, is above the people’s will. But “justice” turned out 
to mean to him no interference with existing arrangements in the 
sense that these institutions embodied effective justice. 

He believed in reform, so he said; but the reforms must arise spon- 
taneously—that is, the reforms possible in a country are prede- 
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termined by the geographical position, the productions of its soil, 
and the genius of its people and of its existing institutions. All re- 
forms must be restricted to clearing away anomalies and developing 
already admitted principles.** A revolution is legitimate if the insti- 
tutions of the country no longer bear any relation to the prevailing 
habits of thought and sentiments and have become a useless, offensive 
carcass; but America’s institutions are young, full of life and future. 
Therefore we cannot tolerate innovations touching fundamental 
laws. 

On the platform and in his journals, he at first did valiant service in 
appealing to the workingmen to support the Democratic Party and 
the sub- -treasury system. He charged the Whigs with being the party 
of the oppressive capitalists. This reached its climax in the bitter presi- 
dential eres in the depression year of 1849 when the Whigs ap- 
pealed to the “workingmen” not to re-elect the aristocrat Van Bure 
who drank champagne and lived in a palace, but to vote for Harrison, 
who lived in a log cabin and drank hard cider. The Democratic poli- 
ticians were hard put. Van Buren even attended the Bowery Theater 
in New York in 1839 in company with Ming and other leaders of the 
“Friends of Equal Rights.” ** 

The party naturally made full use of Brownson’s organ, the Boston 
Quarterly Review. In its pages Alexander Everett, having changed 
from a Whig to a Democrat, was now praising what he had once de- 
nounced both in economics and politics. He sturdily defended the 
Jackson financial measures in general and the sub-treasury in particu- 
lar. He extolled Jackson as having carried out the desires of the people 
and saved the country from a moneyed aristocracy. He denounced 
Biddle as an incompetent whose only knowledge was in law and liter- 
ature. Van Buren’s sub-treasury system would, as Calhoun argued, 
benefit Massachusetts because the reduction of paper would reduce 
prices to their natural level and thereby prevent foreign competition 
in a more natural way than would a higher tariff.** 

Everett was supposed to handle the “technical” aspects and swing 
the Massachusetts business community to Van Buren. Brownson 
undertook for the occasion to write his most famous article, “The 
Laboring Classes,” in the July 1840 issue of his magazine to convince 
the “workingmen” that they must vote for the Democratic nominee. 

He began by saying that in England the depressed condition of the 
“proletarii” is not due to the nobility, but to the “middling class.” The 
natural enemy of the workers is the employer, whether master me- 
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chanic or factory owner. A Duke of Wellington is much more likely 
to vindicate the rights of labor than the Whig manufacturer, Abbot 
Lawrence. 

The wars between king and barons, the wars between barons and 
manufacturers and merchants, between landed capital and com- 
mercial capital, are now past history. With the businessman now the 
peer of the Lord, there begins the new struggle, between the opera- 
tive and his employer, between wealth and labor. 

If there must be a laboring population distinct from proprietors and 
employers, slavery would be better for the laborer than the wage 
system, for the wage laborer has all the disadvantages of freedom with 
none of its blessings. The wage system is a cunning device of the devil 
for the benefit of those who would retain all the advantages of the 
slave system without the expense, trouble, and odium of being slave- 
holders. 

He drew a woeful picture of the lot of the operatives. The average 
working life of a female operative is three years at starvation wages 
and shattered virtue. The employers shed tears over the poor lot of 
the laborers, while they contend for a high tariff which taxes the poor 
and sharply reduces their wages, and while they build miniature log 
cabins midst shouts for Harrison and hard cider. Yet they have the 
audacity to be horrified at a southern planter for having slaves! 

Under the present system, few if any of the laboring class can ever 
acquire sufficient funds to become independent laborers, Fifty years 
ago industrious habits constituted a valuable stock to obtain inde- 
pendence and competence. But the wilderness has receded, the new 
lands are beyond the reach of the mere laborer, so the employer has 
the laborer at his mercy. 

To “emancipate the proletary” from the wage system, conditions 
must be provided that by the time he is of a proper age to settle in 
life, he shall have accumulated enough to be “an independent labourer 
on his own capital—on his own farm or in his own shop.” 

The conditions are, first, that government strictly limit its pow- 
ers; then the control of government by the banks must be eliminated 
by destroying the “banking system” in the manner presented by 
Gouge; and, finally, government must eliminate all monopolies and 
privileges. — 

Up to this point, Brownson’s outburst against the capitalists was 
standard party demagoguery. But apparently to clinch the case, 
Brownson added Skidmore’s old plank to have the state distribute 
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estates equally to the succeeding generation. After all, he knew that 
had won votes in the old days. 

However, he said, the rich, the business community, will never 
voluntarily consent to such a measure. It will be effected, if at all, 
only by physical force. It will come, if ever, only at the conclusion of 
a war unequaled in the world’s history. We are not yet ready for the 
abolition of inheritance, however, Brownson added. Much ground 
work remains to be done, and he would be the last person to present 
it in the legislature. As he said later, the measure should be enacted 
only when the public conscience cannot do without it and when it 
has some prospect of being permanent and effective. 

But the outcry against inheritance furnished the Whigs with an 
excellent opportunity to show that the Democratic Party was sub- 
versive. Democratic leaders accused Brownson of wrecking the 
party’s chances; and Calhoun, his great mentor, asked him to re- 
examine his notions on property. 

Brownson replied to the Whig attacks in the October issue. The 
prevalence of agriculture, in which men are at once both laborers and 
capitalists, has heretofore hindered the formation of classes, he wrote. 
But since the public lands are disappearing, the harsh class distinctions 
of Europe are inevitable. Universal suffrage is little better than a 
mockery where the voters are not socially equal—that is, where great 
inequality of wealth exists. “No matter what party you support, no 
matter what men you elect, property is always the basis of your gov- 
ernment action.” In no instance have the rights of the “proletary” pre- 
vailed over those of property. The interests of landed property com- 
bined with those of labor will be successful in the coming election 
not because labor is important, but because the farming and plant- 
ing interests are stronger than the manufacturing and mercantile in- 
terests. ‘Therefore the workingmen must support the Democratic 
Party. 

On the eve of the election, Brownson “prepared” for the Work- 
ingmen’s Association of Charlestown, Massachusetts, an address call- 
ing on the workingmen to support the Democratic candidate for gov- 
ernor of the state. The document reiterated that the Whig Party 
represented the capitalists and business, but the Democratic Party was 
favorably disposed to labor’s interests. It opposed usurpation of states’ 
rights by the executive, Congress, and the federal judiciary. It op- 
posed a national bank, a national debt, and a protective tariff. It would 
leave “all the great interests of the country to the natural and im- 
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mutable laws of trade,” for matters concerning labor cannot be solved 
positively by government.*® 

This workingmen’s association seemed to be in large part Brown- 
son’s temporary creation. According to his son’s biography, Brown- 
son was then also editing a “radical workingman’s journal” in Charles- 
town and “took great interest in the association whose support he 
could always count on.” #° 

It was in keeping with his multiple personality that immediately 
after the election and defeat of Van Buren he reprinted the “address 
to the workingmen” in his Boston Quarterly Review, without in any 
way indicating that he wrote it, but praising it as worthy of further 
study. Lest the workingmen get the idea of maintaining a separate 
ticket and thus threaten to make temporary alliances with the Whigs, 
he warned that workingmen should not operate under their own flag. 
“W orkingmen are generally more false to themselves than the aristoc- 
racy to them.” They have already become so dependent and servile in 
their spirit that not much can be done with them. They are as afraid of 
displeasing their masters as of losing their jobs. They should therefore 
loyally support the regular Democratic Party if they seek social de- 
mocracy, for the party is the real Loco-Foco party, the party of Jef- 
fersonian Democrats. 

Brownson’s good Democratic friends understood his position. Alex- 
ander Everett, who had just been made President of Jefferson College 
in Louisiana, and who was insisting that to Adam Smith’s work little 
had been added by subsequent discussions,** was hoping that funds 
could be secured to induce Brownson to become professor of moral 
philosophy. Nothing happened, and Brownson continued to tell the 
workingmen through his journals that the politicians take advantage 
of their political equality to oppress them. Universal suffrage blinds 
the workingmen to their inability to protect their rights and interest 
against property. In fact, “this growing industrial feudalism” in all 
the more advanced nations which have vested the control of eco- 
nomic life in less than two hundred individuals, proves the need of 
imposing restraints on the popular will, if the greed and usurpations 
of capitalists are to be checked.* 

The answer appeared to be in making his intellectual mentor, Cal- 
houn, president, and he strenuously labored to obtain the Democratic 
nomination for him in 1844. To those who criticized Calhoun’s rec- 
ord of inconsistencies and shifts as demogogic, Brownson replied that 
Calhoun was “eminently a practical statesman.” * 
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Just after Polk, instead of Calhoun, received the party nomination, 
Brownson joined the Catholic Church. His economic views fitted in 
with those of the Church. Bishop Hughes of New York declared in 
1844, in A Lecture on the Importance of a Christian Basis for the Sci- 
ence of Political Economy, that one of the chief causes of the oppres- 
sion of labor by the bloated capitalists and landlords everywhere was 
the materialism of British and French political economy. The ultimate 
cause, however, especially in England, was the change in religion 
from Catholic to Protestant, for this had led to the confiscation of the 
estates of the monasteries which had taken care of the poor. The rad- 
ical critics, with their schemes of socialism in the United States and 
abroad, have discovered, said the Bishop, the self-interest which op- 


erates so injuriously in the present systems; but they can never dis- 


cover any principle of sufficient power to correct it. This can be done 
only through a renovated faith and a practical exercise of the virtues 
prescribed by religion and takes the form of favoring, for one thing, 
the re-establishment of the monasteries. 

Brownson continued to denounce the doctrine of popular SOV- 
ereignty in general and the abolitionists in particular. Since the Con- 
stitution, like all existing fundamental laws, is the expression of 
God’s will on earth, and since it guarantees slavery, the abolitionists 
and abettors of runaway slaves are at war with God. Since slavery is 
essentially the relation of father and son, it is not an evil; it becomes 
so when the slaves and masters are not spiritually-minded. If the slaves 
are freed and enfranchised, then civil war and the end of civilization 
must follow. 

He bluntly declared to the students of a Maryland Catholic college 
in 1853, ina lecture in praise of “liberal studies”: It is “our duty to ac- 
cept the distinction of classes as a social fact, permanent and inde- 
structible in civilized society.” The North, like the South, consists of 
freemen and slaves, but “you [in the South] call your slaves by their 
proper names, and . . . relieve them from the cares and burdens of 
freemen.” Further, under the legal slavery of the South, “the southern 
gentleman has a personal freedom and independence . . . which 
gives to southern manners a charm . . . which our northern man- 
ners, I am sorry to say, for the most part lack. . . . I tell you, young 
gentlemen, however democratically inclined you may be, that God 
gives to every nation an aristocracy . . . whose mission it is to guide 
and lead the people, and to defend siete interests.” But the most dis- 
couraging thing in the country “is the tendency to place the servant 


{ eee —aaa> A: 


THE ‘‘LABOR’’ LITERATURE 667 


above the master, and the rapid decline of the better class, the disap- 
pearance of our gentlemen from high official station, and the entrust- 
ing of all affairs to the management of men who want nobility, eleva- 
tion, and manliness of character.” Of course, this springs from a 
“prejudice against aristocracy.” *# 


THE FOURIERITES: ALBERT BRISBANE, HORACE GREELEY 


Meanwhile the followers of Fourier began to occupy the center of 
attention. Their leader was also a New Englander, Albert Brisbane 
(1809-1890). Unlike Brownson, he came of a family of wealth and 
had the advantage of European travel and education.*® While abroad 
he became acquainted with Fourier’s work and on his return to the 
United States began lecturing on it. The movement burst into full 
bloom in 1840 with the publication of his Social Destiny of Man. 
According to Brisbane’s presentation of Fourierism, man needs riches 
and pleasant activity to be happy. The only legitimate way to acquire 
riches is through industry. But industry today, instead of being pleas- 
ant, is repugnant. This is due to an inevitable historical progress in 
mankind. In the original savage state man was free, but he was 
poverty-stricken and turbulent, for he was not habituated to labor. 
The succeeding patriarchal and barbarian stages were despotic, but 
the despotism was useful inasmuch as it forced men to labor and so 
achieve their industrial destiny of turning the earth to full use. In 
civilization the mass has become formally free but in effect slaves, for 
they live wretchedly because labor is still held to be repugnant and 
only achieved by the fear of want. 

However, in civilization have arisen all the elements essential for 
satisfying man’s social destiny. These elements are agriculture, manu- 
factures, commerce, banking, the positive sciences, and internal com- 
munications; but they have developed incoherently because they 
have been neither regulated nor organized to prevent abuses. They 
were left to the control of individual action and free competition— 
that is, to the competition of small units; and this individualistic com- 
petition is the source of all evils, of crises, class conflicts, and general 
wretchedness and privation. But this shows it is merely a transitory 
stage, and that a development to a higher stage is inevitable. i 

The development may take two forms: One is a continuation of 
the prevailing unconscious tendency toward a thorough-going con- 
trol and organization of labor by the financial classes. These classes 
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are being driven to this action to protect their investments; and such 
a financial control, though it would leave the industrious classes little 
freedom, would remove a good share of the turbulence and wastes of 
modern industry. The alternative is for society, not the state, to turn 
consciously to voluntary “true associations” or phalanxes which 
would give freedom, increased productivity, and general riches to all, 
far exceeding the present amount. This could be done by so organiz- 
ing labor in groups and series that the “passions” of men, instead of 
working at cross-purposes as now, would lead, unrestrained or in 
“passionate equilibrium,” to “attractive industry” and thus enormous 
production. 

Each of the phalanxes or associations should be a joint stock cor- 
poration composed of about 4oo families or 2000 people. It would 
be a relatively self-contained unit devoted to agriculture, manufac- 
tures, and domestic occupations and, possessing adequate capital, 
would achieve the economies of large-scale production and consump- 
tion. The products would be divided in the proportion of five- 
twelfths to labor, four-twelfths to capital, and three-twelfths to skill 
or talent. 

Capitalists, whether they resided in the association or not, would 
obviously have great inducements to invest. Brisbane declared that 
they were in effect guaranteed a minimum return as against the in- 
security and losses of other types of investments. Since the stock 
would be negotiable and transferable, the owners could easily liqui- 
date their holdings when they so desired. Lastly, they would have 
control of the enterprise. Landholders, in investing their lands in the 
enterprise, would have the same advantages as other capitalists and 
thus solve the problem of the farmers. As for pure laborers, whereas 
under the wages system they are slow and careless, in the phalanxes 
they would enormously increase their production because they 
would share in the increase and through these gains could buy stock. 
Thus the scheme adheres to the first principle of political economy of 
transforming all the hired classes into co-interested proprietors. Thus 
people in association will have as much friendship for each other as 
they have dislike and hatred in civilization. The phalanx will consider 
itself a simple family, perfectly united. 

On the other hand, changes by law or force are futile, since the 
present evil is social, not political. Thus the abolitionists are engaged 
in a pernicious, futile movement. True, slavery is false, a holdover 
from the barbarian age; but it is merely a symptom of the funda- 
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mental malady, repugnant industry. So long as labor is repugnant, the 
only way to obtain production is by constraint, and it makes no dif- 
ference whether the workingmen are the wage slaves in the North or 
the Negro slaves in the South. Thus slavery is not the foundation of 
the social evil, but is only an accidental feature and should not be at- 
tacked first. 

Furthermore, the abolition of slavery would infringe the funda- 
mental rights of the social compact. Southern agriculture is depend- 
ent on slavery. The South will not be passive against any “outside” 
measures for abolition because the slaves are its property, its active 
wealth. [t is contrary to all experience that a people would sacrifice 
the practical advantages of the interests of property and a worldly ex- 
istence to questions of a political or other nature. Should abolitionists 
succeed in obtaining a political majority, the South will naturally se- 
cede, and eventually civil war will follow. Thus Calhoun’s ideas of 
political equilibrium and reconstruction of political representation 
are “profound and original.” 

Brisbane was sufficiently persuasive to obtain support for numerous 
phalanxes, but on a much smaller scale than his plans called for. 

A good deal of Brisbane’s initial success and the vogue of the move- 
ment was due to the support given by Horace Greeley, editor of the 
powerful Whig organ, the New York Tribune. But to Greeley, 
Fourierism had to be fitted into Clay’s American System. The pro- 
tective tariff is the first great instrument of social reform. It is “la- 
bour’s political economy.” As he put it in his introduction to the 
American edition of William Atkins’s popular protectionist Principles 
of Political Economy, or the Laws of the Formation of National 
Wealth Developed by Means of the Christian Law of Government 
(1843), the protective tariff is not a selfish policy like laissez faire, but 
the principle of “universal love” of Christianity raising mankind to its 
highest possibilities of development. 

Critics claim that the tariff on cloth is hardly Christian since the 
starving English factory hands plead for American bread in return 
for their cloth. Greeley replied that, on the contrary, protection 
makes for real philanthropy to the English laborers. Only a fraction 
of the bread dispatched to the English market can go to the factory 
hands, for most of it goes to pay the merchants for their charges, the 
English government for duties, and the English aristocracy and estab- 
lished priesthood for rents and tithes. But Americans need cloth and 
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will pay handsomely for it if the English factory hands come to the 
United States. The saving of the vast amounts lost in transportation 
and complicated traffic, in taxes and unproductive labor, will enable 
the factory hands to receive three times as much grain as formerly 
for the cloth and the farmers twice as much cloth as before.*® 

On the other hand, direct action by labor in the form of strikes and 
legislation on hours and the like falls into the category of disastrous 
revolutionary action. 

“From the journeymen’s side,” said Greeley, “we have all manner 
of Jacobinic clamour against the oppressions of capital, wealth, mo- 
nopoly, etc., but no practical suggestion for their removal.” Fourier 
phalanxes provide the real solution, for they would emancipate labor 
by organizing it, and labor must be organized to avoid social anarchy 
and economic waste. 

Capitalists and enterprisers, instead of being the cause of the present 
evils, are the great engines of industrial progress, he claimed. Ancient 
chivalry was destructive, but its modern counterpart built Lowells 
and Manchesters. The “king of men” today, to whom honors and 
public trusts are tendered as of right, are the great industrialists. Un- 
der them the progress and the efficiency of useful labor shame all 
recorded precedents. 

But at the same time the condition of the laboring mass has gotten 
worse, and their ever-increasing numbers threaten convulsions. 
“Wealth and penury advance hand in hand.” The problem is to 
raise labor from its ignorance, inefficiency, dependence, and want, and 
place laborers in a position of partnership and mutual helpfulness with 
the suppliers of the capital. This would render labor fruitful and ef- 
ficient. 

In the phalanxes the brains of successful employers could be used 
to most advantage. Unemployment today is not fundamentally due 
to the lack of capital, as argued by the Jaissez-faire opponents of the 
tariff, but to lack of organizing brains. In the phalanxes the moral 
riches of the laboring mass would be raised by such recreations as 
dramas, concerts, and readings. At present rural youth leave the farm 
because there is nothing to occupy their leisure time. 

Greeley appealed to college graduates to fight for protectionism 
and promote the “organization of labour” in Fourier phalanxes. The 
colleges teach the false principles of Adam Smith, he said; but ex- 
perience in industry soon shows the college graduate the true ones. 
If colleges turned to more practical subjects, their graduates would 
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be more useful in business and serve as guides and examples for the 
laboring mass in this time of cordial hatred between the better edu- 
cated and the “imperfectly instructed.” 47 

But Greeley made one great mistake. In 1846-1847 he debated with 
a rival editor, Henry Raymond of the Morning Courier and New 
York Enquirer, through the columns of their respective journals on 
the merits of the phalanxes. The rival, having been a former em- 
ployee of Greeley, had apparently learned enough of Greeley’s dema- 
gogic methods to be able to arouse respectable classes against the 
movement. Fourierism, said Raymond, is either communism with all 
its moral horrors, or it is only a new and cheap disguise for the fa- 
miliar capitalistic system. If the “passions” are free, as the scheme 
proposes, the result will be polygamy and other perversions destroy- 
ing the family.** 

Though numerous phalanxes were promoted, especially by Bris- 
bane and Greeley, all came to grief; but the movement exercised 
considerable influence in achieving the enactment of general incor- 
poration acts through preaching the beneficence of large-scale organ- 
ization and negotiable shares. 


THE PHILOSOPHICAL ANARCHISTS: JOSIAH WARREN, 
STEPHEN PEARL ANDREWS 


Most native of all the laborite strains was that of “philosophical 
anarchism,” developed by Josiah Warren.*® He was of old New Eng- 
land stock and had talent in music, printing, and invention. He joined 
Robert Owen’s New Harmony community, but after two years’ resi- 
dence he concluded that any scheme based on “authority” and com- 
munity of goods must fail because individual responsibility is elimi- 
nated. At near-by Cincinnati he established his famous “time” or 
“equity” store, where, in the manner of a producer co-operative, he 
arranged for disposing of goods according to their “labor” cost. Sub- 
scribers ostensibly received, for a few days’ labor, a similar amount of 
the labor of any other subscriber, or might purchase articles at whole- 
sale price to which would be added the time necessarily consumed in 
the sale of the article. So at first Warren declared that “labor” should 
be estimated according to time. But he found that valuing his own 
services accordingly was unsatisfactory, so he declared that goods 
should exchange not according to equal time, but equal value meas- 
ured by the ultimate cost of labor sacrifice, or “pains.” Included in the 
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scheme was an idea directly borrowed from Robert Owen—the use 
of “labor notes” to break the stranglehold of the money monopoly 
over the producers. Producers could give their notes calling for so 
much labor in exchange for goods. Thereby producers would in ef- 
fect exchange labor for labor.°° 

The activities of his Cincinnati store, or “Time Magazine,” as it was 
called, were celebrated in 1827 in a poem by “Philanthropos” which 
appeared in a local newspaper and was duly reprinted in the journal 
of Owen’s colony, the New Harmony Gazette, for the amusement of 


the friends of their “late fellow citizen.” 
y= 


Time Magazine 


For an equal exchange of Labor as valued by Time, now in success- 
ful operation, at the corner of Elm and Fifth Streets, Cincinnati. 


All hail to the era of knowledge divine! 

When the value of Labor by Time is displayed, 
When money the bane of mankind must decline, 
Since time, peerless time, forms the medium of trade. 


Oh, where? for these thousands of years, has been kept, 
This science which now, for the first time, is known? 
Where! where but in Error’s dark kennels has slept, 
This true source of wealth which a Warren has shown. 


By a medium of Minutes, this traffic sublime, 
Displays an Elysium among us begun; 

Where labor buys labor for that sum of time 
(From one to another) in which it was done. 


* * * * 


A ‘Bill of all Wants, ever posted to view, 

As rated by time, at all times may be seen; 

And those who supply them, receive as their due, 
Notes in minutes and hours on the Time-Magazine. 


* * * * 


Then hail, thou great era of knowledge divine! 
When the standard of labor by time is displayed, 
When the value of money shall surely decline, 
Since Labor and Time are the Medium of trade.*1 
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The idea of “time stores” became popular. Philadelphia “labor” 
circles saw for a time in these stores the ultimate solution of labor’s 
problems and set up a time store using as criterion the labor of a “me- 
dium adult laborer.” Frances Wright and Robert Dale Owen even 
promised Warren an opportunity to start one in New York City in 
1829, but little came of these attempts unless one includes an invest- 
ment later of $6000 by Robert Dale Owen and his brother in Warren’s 
invention of a new rapid printing press.°? Warren, however, pushed 
his ideas. He started settlements and began publishing—first maga- 
zines, beginning with the Peaceful Revolutionist and the Gazette of 
Equitable Commerce; and then comprehensive treatises, beginning in 
1842 with the Reformation of the Currency, Upon the Principle of 
Labor for Labor. Warren felt that he was expounding the philosophy 
of “free competition” as the regulator. In fact he was logically extend- 
ing Calhoun’s doctrine of the “concurrent majority,” and in its 
practical application it came close to achieving Calhoun’s ideal. 

Person and property can only be completely secure, Warren de- 
clared in Equitable Commerce (1846), when the state and all coercive 
authority is absent. Everyone should be free to dispose of his person, 
time, property, and reputation at his own cost. Consequently all 
economic activity should be left to private enterprise. Free competi- 
tion would force the price of everything to its labor cost. The cost 
principle would result in attractive industry, co-operation instead of 
antagonism, and the economies of co-operation and division of labor. 
Profits would be merely the compensation for managing the business. 
The demand for labor as well as for goods would be made known by 
publicly posted records, and thus supply would be adjusted to de- 
mand. Machinery would be a blessing, for the workingmen displaced 
by machinery would have an opportunity to go into other industries 
and yet reap the advantages of low costs of the goods produced by 
the machinery. 

Under the present cannibalistic competition, controlled by a finan- 
cial monopoly, price is regulated by value to the consumer rather than 
cost. The result is wretchedness and unemployment. Machinery, in- 
stead of being a blessing, is a curse. But this unnatural order is due in 
the first place to the coercive state. Without the authority of the state, 
land speculation, for instance, would not exist, for land would be 
held only by the user. Likewise the ending of apprentice regulations 
would allow men to shift from industries in which overproduction 
exists to those in which there is a great demand. 
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But the greatest evil is the financial monopoly created by the state, 
whether in the form of requiring specie as a currency or granting ex- 
clusive charters to issue paper. This monopoly creates an artificial 
scarcity of medium of exchange. But money is barren. Since it is in- 
tended to be merely a medium of exchange, it is entitled to no return. 
Free trade in capital and the issuance of money based on labor, as 


Owen advocated, would reduce the interest charges to the labor cost — 


of lending and receiving the money. These labor notes could be issued 
by anyone in exchange for goods and would run in terms of labor to 
be performed or an equivalent in a commodity, again based on the 
labor to produce it. Thus we would have “equivalents in trade and 
equitable money.” 

He barred both private corporations and state enterprise, but it 
was generally the latter that was the object of his criticism. Thus he 
declared that he did not expect a reliable postal system until, like 
commission forwarding or the Adams Express, it was conducted on 
“individual responsibility.” His fellow philosophical anarchist, the 
noted Massachusetts lawyer Lysander Spooner, defended his consti- 
tutional right to operate a private post in competition with what he 
called the inefficient government mails on the more sophisticated 
ground that this would provide a yardstick for government ef- 
ficiency. 

Except for avoiding “isms,” Warren said in 1854, he would call 
his movement “American Conservatism.” The cost principle and a 
new kind of money growing out of it constitute the two great posi- 
tive elements of the equity movement. But it requires sufficient num- 
bers to get the principles fairly working. It is exactly opposite to com- 


munity of property or partnership interests of any kind. The French — 


“anarchists” like Proudhon declare that all property is robbery, but 
to give everyone as great a claim on the product of labor as the pro- 
ducer, as they argue, means universal robbery and confusion. The “re- 
former’s” proposition that all profit is plunder is also erroneous. A 
merchant may get a living from the profits of his business and yet 
receive only one-third of an equivalent of his labor from the com- 
munity. But the cost principle furnishes the limit.°* 

Any radical change of the social order—that is, the immediate in- 
stallation of the “anarchistic’” order—he declared is undesirable. It 
should be accomplished gradually. All mankind could not be ex- 
pected to act immediately on the rational principle of cost. The en- 
lightened few must show the way. So he started settlements, includ- 
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ing one on Long Island called “Modern Times.” In between times 
ixiakren pushed his other hobbies. Thus in 1860 he published Written 
Music Remodelled and Invested with the Simplicity of an Exact Sci- 
ence. 

Abroad, John Stuart Mill, the last of the great classical economists 
of the Ricardo tradition, saluted Warren, in his Autobiography, as a 
“remarkable individual,” and appropriated with acknowledgment 
Warren’s concept of “the sovereignty of the individual” as he at- 
tempted to work out his somewhat less extreme philosophy of 


“liberty.” 


Like the Fourierites, Warren had a number of home-grown dis- 
ciples. Most vigorous was Stephen Pearl Andrews (1812-1886). He 
too was a New Englander by birth and training. After graduating 
from Amherst he went to New Orleans, where he became a wealthy 
lawyer and slaveholder. But he became involved in schemes to end 
slavery i in the Republic of Texas by government purchase. These ac- 
tivities met with little favor, and Andrews found it desirable to make 
New York his permanent home. He became interested in a host of 
hardly related activities. He promoted Pitman’s shorthand, propa- 
gated the study of various foreign languages from Chinese to San- 
skrit, and proposed an international language. He became a leader in 
the various radical movements and shifted allegiance as one super- 
seded the other. For a while he was a Fourierite, but after meeting 
Warren in New York he espoused the cause of “equitable commerce” 
in his own distinctive fashion. Through the columns of Greeley’s 
Tribune, on which he served for a while as Washington correspond- 
ent, he gave the movement wide publicity. 

Andrews added to Warren’s philosophy of labor notes by arguing 
that, since the notes of the average dividual would be subject to 
considerable questioning, storekeepers should undertake to issue these 
notes for general circulation based on the labor notes of individuals. 
In this way a proper banking system arises, he argued. Apparently 
he did not realize that this was the type of argument advanced by the 
defenders of the existing banks. At the same time, he gave more 
definiteness to Warren’s conception of value by saying that labor 
repugnance, rather than use value or utility, ought to regulate price. 
Perhaps it was not strange that his basic paper, “Cost, the Scientific 
Limit of Price,” should first appear in the Merchants Magazine 
(March 1851). 
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Pushing the logic of Calhoun’s concept of concurrent majority to 
its extreme, Andrews in his Science of Society claimed that philo- 
sophical anarchism was the ideal of concurrent sovereignties and the 
remedy for the chaos of so-called modern “free society.” The sov- 
ereignty of the individual is the basic ingredient of true protestantism, 
democracy, and socialism, he said. Protestantism is freedom from ec- 
clesiastical control; democracy is freedom from governmental con- 
trol, whether it be monarchy or the rule of the majority. Socialism 
attempts to give every man the legitimate reward of his labor. The 
movement is everywhere toward the sovereignty of the individual. 
In government it is exemplified by states’ rights and division of powers 
in the federal government. All enterprise should be left to individuals, 
for government “goes by rule, pre-ordained in the form of law, and 
consequently has no capacity for adapting itself to the individuality 
of an unforeseen contingency.” 

Already there is an increasing demand for the abolition of usury 
laws. Borrowing Loco-Foco Hunt’s idea, Andrews argued that good 
faith and the maintenance of credit would be best promoted by 
eliminating all laws for the collection of debts. The fear of the law 
is less potent than commercial loss for enforcing obligations. 

The wage system, however, would continue because men are cre- 
ated to perform different functions—some to lead, others to follow. 
It is the business of those employed to obey implicitly—that is, to 
surrender any will of their own in relation to a design not their own, 
and to execute the will of the others. 

There was room in Andrews’s schemes for acceptance of slavery. 
In fact, he stood ready, at least in letters, to collaborate with the most 
ardent philosophical defenders of slave society to provide a sound 
“science of sociology” by reconciling the antagonistic principles of 
freedom and order. This new philosophy would be broad enough to 

‘cover North and South, to “neutralize factious demagogism against 
the institutions of one section . . . to quicken lagging conservatism 
of the South into reform in its own way, and adapted to its own 
wants, and to give the reformers of the North quite enough to attend 
to at home.” * 

The Fourierites denounced Warren and his followers as sheer com- 
munists. The Reverend George Ripley, Fourierite president of the 
Brook Farm Association and member of Greeley’s Tribune staff, 
agreed that the sovereignty of the individual is the ideal of true social- 
ism and that individual property is essential to the development and 
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sovereignty of the individual. “The universal instinct which dreads 
poverty as the crowning terror of life is a genuine impulse of nature.” 
Without private property the individual is a slave, unable to attain 
the spiritual culture and harmony which were the birthright of 
man. The sovereignty of the individual has not yet arrived be- 
cause the majority ignores the interests of the minority. Hence de- 
mocracy is merely a steppingstone to a larger development in the 
cycle. : 

But Warren’s principle of cost as the limit of price violates the 
right of property and its corollary, the right of exchange, and thus 
infringes the sovereignty of the individual. The natural law of prop- 
erty can be set aside or suspended only by arrangements to which the 
possessor of Property gives his voluntary assent. In Warren’s system 
natural law is renounced “in favor of equal distribution for the sake 
of absolute equality.” In “association which is heaven wide from com- 
munism’” the principle is waived “in favor of a graduated distribution 
of products, for the sake of integral harmony, proceeding from grad- 
uated inequality.” Under Warren’s philosophy, if one person pro- 
duces in the same time as another an object even twice the value of 
the latter, as measured by its adaptation to supply human wants, he is 
still forced to exchange it on perfectly equal terms. Absolute owner- 
ship is destroyed by an arbitrary restriction on the process of ex- 
change. 

Since cost of production is only one element in price, man’s natu- 
ral right is defeated if price is limited to that element. Furthermore, 
genius, skill, and opportunities may be the gifts of nature to the in- 
dividual, but as indispensable factors in production they must be paid 
for like other factors. Warren would distribute products by “labor 
time,” including its disagreeableness and difficulty, rather than by 
the useful effect of labor. The latter rule is dictated by “the common 
sense of mankind, except the communists, who sacrifice distributive 
justice to the sentiment of friendship.” 

Andrews denied that Warren’s system was communistic or that it 
infringed property. On the contrary, the Fourier associations be- 
longed in the category of communistic schemes, as Greeley’s critics 
had argued before him. 

The argument became even more confusing as the Fourierite 
Charles A. Dana, then Greeléy’s cit'y editor on the Tribune, presented 
an elaborate analysis and eulogy of the French “anarchist” Proud- 
hon, and especially of his “Bank of the People,” whose notes played 
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the same role as Warren’s “labor” notes. He declared that Proudhon’s 
ideas on the reform of circulation and credit merit great attention 
in this country, for circulation is the life blood of the whole eco- 
nomical and industrial system, and interest charges coristantly de- 
vours the fruit of industry. “A country which pays even 5 per cent 
interest, to say nothing of the rates of Wall Street, must from time to 
time commit bankruptcy, in order to rid itself of a burden of debts 
which it cannot discharge, its entire property having already passed 
into the hands of the creditor.” *° 

But Dana, like his Whig chief, appears to have intended this merely 
as an argument for a national bank and an attack on the sub-treasury . 
system and specie medium. Thus the “Democracy of France” and the 
Revolution of 1848, according to the Tribune, was intent on establish- 
ing large joint stock banks of discount and circulation to aid industry 
and business, but the Democracy here wages relentless war on such 
institutions.°° 


THE MONETARY SCHEME OF EDWARD KELLOGG 


Another cure-all for the problem of labor, along the monetary 
lines approved by Greeley and Dana, came from Edward Kellogg 
(1790-1858), whose detailed position and works had the support of 
Greeley. He left a Connecticut farm to become a large wholesale dry- 
goods merchant in New York. Though forced to suspend payments 
in the panic of 1837, he soon regained enough means to retire from 
active business and spend his time taking care of his property, specu- 
lating in western lands, and writing. 

In 1841 he had a friend write a pamphlet, Remarks Upon Usury 
and Its Effects: A National Bank a Remedy, based on facts that he 
furnished. It attributed disasters in business to usury and saw the 
check in a national bank. Two years later, with the encouragement 
of Greeley, Kellogg elaborated his ideas in Currency: The Evil and 
Its Remedy. He specifically disavowed the attacks made in “our po- 
litical contests upon banks and banking.” But it is necessary to remedy 
those frequent and injurious fluctuations in our monetary affairs, he 
said. ‘These are caused by the usurious practices of a few capitalists 
and moneylenders acting in collusion with the state banks in their 
expansions and contractions of currency and credit. These usurers 
corner the limited floating supply of capital at opportune moments. 
Wealthy merchants are reduced to penury by the charges of these 


| THE “‘LABOR’’ LITERATURE 679 
Wall Street brokers who take advantage of their need for ready cash. 
Prices of securities and other property fall, and pecuniary distress pre- 
vails because money in fact, though not in theory, has ceased to be a 
measure of value because of fluctuations in the rate of interest. Usury 
laws are easily circumvented by the Wall Street money jobbers, but 
an effective and simple remedy would be a national bank. Under the 
second Bank of the United States usury was relatively absent because 
the bank kept the state banks within their essential and legitimate 
functions. Kellogg proposed that the government establish a national 
bank with branches in every state, but with limited dividends. Its 
interest rate should be the value of the use of money in the various 
departments of business in which it is employed. 

In 1849 Kellogg avowedly based his scheme on an inconvertible 
currency, but made his appeal both to the “workingmen” and the 
businessmen, as the grandiose title of his treastise suggests: Labor and 
Other Capital: The Rights of Each Secured and the Wrongs of Both 
Eradicated, or, An Exposition of the Cause Why Few Are Wealthy 
and Many Poor, and the Delineation of a System, Which, Without 
Infringing the Rights of Property, Will Give to Labor its Just Re- 
ward. 

It had the approval of commercial financial organs, but in the spirit 
of the raging radicalism the book began with a scorching attack on 
the ever-increasing concentration of wealth. Two and a half per cent 
of the people own 50 per cent of the country, the argument ran. 
Industrial advance is prevented by the necessity of satisfying the ex- 
tortionate charges of the capitalists. Laborers are reduced to a level 
of subsistence; southern slaves are economically in a preferable posi- 
tion. The cry of overproduction is heard, but people starve. 

However, Kellogg’s oppressed classes turn out to be primarily 
merchants and promoters unable to proceed in their ventures unless 
they can obtain capital from the idle capitalists. This concentration 
and oppression is achieved by monopolizing the representative of 
property, money, which is merely a creature of law. The value of 
money in reality depends upon the legal power to accumulate value 
by interest. The interest rate determines the value of the dollar as a 
medium of exchange, and the price of property falls from its intrinsic 
value in proportion to the increase in the interest rate. If the interest 
rate is too high, the process of compound interest will result in a few 
owners of capital acquiring the wealth and goods of the many. 

The evil can only be remedied by law, but the power to accumu- 
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late value by interest is a necessary power, for otherwise money will 
have no value. The remedy is a national bank with branches, to be 
called the “national safety fund,” which would issue legal tender 
notes to borrowers on the security of real estate. The bank would 
charge only 1.1 per cent interest on the ground that, as money is de- 
signed for public use and is not itself a producing power, interest 
should be no more than the labor cost of manufacturing and loaning 
the “money.” 

Since these notes would represent actual property-bearing interest, 
they would have uniform value. To prevent overissue and maintain 
low rates, the “money” could be converted at the will of the holders 
into bonds bearing 1 per cent interest payable in the paper money. 

Under the scheme “products would be owned by those who per- 
formed the labor, because the standard of distribution would nearly 
conform to the natural rights of man.” A man without property 
could not borrow these notes because then the money would repre- 
sent his credit and not his property, and if he proves unable to pay, 
the nation loses. But day laborers would benefit as much from the 
plentiful supply of currency as property owners, particularly farm- 
ers; for laborers will have the use of lands at low rents, and “some lay 
up means to buy farms for themselves.” States could borrow cheaply 
for internal improvements, which would give prosperity to farmers 
and businessmen. The government could receive a valuable income by 
selling its public land on the stipulation that only the low interest need 
be paid. Merchants would do a safe business, receiving moderate but 
sure profits. Thus labor and the nation would become wealthy. With 
the supply of money always commensurate with the wants of busi- 
ness under this scheme, the nation would never face any financial 
revulsions. 

In an appendix, Kellogg urged the leaders of the successful French 
Revolution of 1848 to adopt his scheme; otherwise another revolu- 
tion might be expected, accompanied by a general’ repudiation of 
debts and the breaking up of large estates. 

In strict accordance with the spirit of the scheme, he pleaded 
through the columns of Greeley’s Tribune in the panic year of 1857 
that the New York banks discount all good paper up to six months 
and adjust their balances among themselves as they had hitherto done 
when money was plentiful. Then the business of the nation will re- 
vive, he said. The products of the South and West will find their 
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way to market and command much better prices than they possibly 
can as long as the contraction of bank paper continues.*? 


THE EMPIRE OF JOHN ETZLER’S MACHINES 


The German-born inventor, printer, and promoter, John Adolphus 
Etzler of Pennsylvania, prepared a solution to the ills of the laboring 
class based on machine technology. He first presented his proposals 
in 1833 in The Paradise Within the Reach of All Men, Without La- 
hour, by Powers of Nature and Machinery. 

He explained that the great advantage of mechanical contrivances 
is not in the mere machinery, but in the efficiency and cheapness of 
power to drive the machines. Through his inventions the immense 
“costless” powers of nature, such as wind and water, could be used 
to create a thorough-going machine-run universe. Mankind would 
oid the drudgery of labor and live a life of leisure and intellectual 
ind social enjoyments. The only exertions required would be the 
pleasant ones of merely attending the machines a few hours a month. 

The powers.which nature supplies freely, he said in the sequel, The 
New World or Mechanical System (Philadelphia, 1841), are much 
stronger than can be mustered by all the men and beasts together. 
They can be made as strong as the people like—that is, they can be 
nade to supply “perpetual powers” to any amount desired. The pow- 
rs are “most obedient to your will, imperishable, and indefatigable, 
working for you day and night for ever without food or wages.” 
[hese powers will, with a few simple tools, “cultivate all your land, 
yuild your houses, make all your desirable canals and roads, and carry 
you and your things from place to place as quickly as you please, 
ind ultimately change your country—your unproductive woods and 
yrairies, your dismal swamps and ponds, your mountains, and vallies, 
ind your poorly cultivated farms—into a general paradise.” 

Since the machines are simple and almost costless, they multiply 
hemselves without labor. That is, the first machines are to build and 
lrive other machines ad infinitum, until the whole country is con- 
erted into the ultimate state of plenty and leisure for all. 

Etzler was no mere philosopher of the machine age; he was also a 
yromoter. So his practical proposals, in the realms of both govern- 
nent and finance, for managing his ideal state took the form of a 
rivate joint stock corporation called “Association for the Improve- 
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ment of the Human Condition.” Branches would embrace the entire 
country. Prospective purchasers of shares were informed that in five 
years their investment based on the income would increase a thousand 
times. 

Of course, the inventors—and he had, he claimed, just the inven- 
tions needed—were to be paid handsomely by the “association.” An 
article of the constitution read: “Any invention, improvement or dis- 
covery entitles the inventor or discoverer, or his assignees or heirs, 
for the first ten years of their application, to one-tenth of the advan- 
tages resulting therefrom to the association, or to any individuals of 
the same, making separate or joint use with others” of the process. 
After the first ten years the inventor will receive one-twentieth of the 
benefit or one-twentieth of the property invested in the application 
of the same invention, improvement, or discovery. If any improve- 
ment is made on the process by another person, the original inventor’s 
share is not to be diminished, but the new inventor is to receive the 
same percentages of those advantages his process affords over and 
above the advantages reaped by the old one. The association or any of 
its branches cannot dissolve or dispose of its establishment before it 
has satisfied the inventor or discoverer for his stipulated share. 

The American government, of course, could render substantial as- 
sistance, said Etzler. At this point he tied up the scheme with a grand 
land-promotion project. The government, he declared, should grant 
would-be “settlers” tracts of land to start the scheme from its vast 
holdings of western wilderness. The government should sell them on 
credit for ten years, and the payments should be discharged by the 
“settlers” in extensive improvements for the benefit of the nation, such 
as railroads, canals, drainage of swamps, dams, establishments for new 
settlers and travelers, and vehicles for water and land transportation. 

Since the settlers, as members of the “association,” would have the 
use of his inventions, the hard labor of present settlement would be 
avoided. But the greatest benefit of government aid would be in at- 
tracting European immigrants. 

After spending eight years trying to convince the American pub- 
lic, Congress, and even President Jackson of the merits of his scheme 
to achieve Paradise, Etzler finally became discouraged by the Ameri- 
cans’ ignorance of “mathematical truths.” He and his publisher, 
C. F. Stollmeyer, decided to go to England to push the products of 
Etzler’s fertile brain. 

England was going through an extended period of social convul- 
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sions and was a good market for proposals solving the great problems 
of unemployment and starvation wages. Emigration was a remedy 
generally proposed, and Etzler’s book fitted into this scheme. In fact, 
an English edition had been published in 1836 without even changing 
the American dollars into British currency units. 

Now, in 1842, Etzler and his publisher brought out a second edition 
and followed it the next year with a Dialogue on Etzler’s Paradise: 
Between Messrs. Clear, Flat, Dunce, and Grudge. The profound ef- 
fect of a second British edition on the respectable American reading 
public, coupled with the great interest in Fourierism at the time, com- 
bined to obtain for the book a good deal of attention in the United 
States. That cultivated organ of the Democratic Party, the Demo- 
cratic Review, got just the right man to criticize the book: the 
Harvard-trained extreme “individualist,” Henry David Thoreau. In 
the November 1843 issue he wrote: “The chief fault of this book is, 
that it aims to secure the greatest degree of gross comfort and pleasure 
merely.” 

In England, however, Etzler’s scheme seemed to be receiving about 
as little attention as it did originally in the United States. He was, 
however, soon busy on other schemes, different in form but with the 
same objectives. He issued a Description of the Naval Automaton In- 
vented by J. A. Etzler, and Lately Patented in England, France, Hol- 
land, Belgium, and the United States. This automaton, stated the 
“prospectus,” affords a “new motive power which costs nothing but 
a simple contrivance.” He asked any person or association engaged or 
“about to engage in enterprises of a naval or any mechanical nature, 
or any person possessed of small or large means, and desiring an hon- 
ourable, certain and lucrative gain, whether they could find a safer 
and better chance to invest their money.” 

Then in 1844, under the signature of “Etzler and Co.,” came an- 
other “prospectus,” called Emigration to the Tropical World, for the 
Melioration of all Classes of People of All Nations. In his American 
book he had sketched America, especially the West, as the source of 
salvation for the oppressed of the world. Now, claiming he had a large 
grant of land from the government of Venezuela if it were settled 
within a given period, he argued that tropical countries offer the best 
haven because there, with his machines, fruits and provisions could be 
grown more profusely. 

Again he had ready a corporate plan. Shares would sell at £5 and 
entitle the holder to twenty acres of land. This would be in 
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addition to a share in the “communal property and lands” which 
would provide subsistence for everyone without labor, through the 
use of his machines. Etzler was slightly less extravagant this time in 
his calculations of the profits to be expected. He now argued that in 
a few years the private land would yield an income of four times the 
original investment; and this, capitalized at the current interest rate 
of 5 per cent, made the capital value eighty times the original invest- 
ment. Should the owner lack the means to cultivate his land or be 
unable or unwilling to lease or rent it, he could easily sell it for its 
worth. “Speculators will soon see the advantage in this.” 

Of course, there was a place for the British government to help. He 
said that the funds now devoted to providing a miserable support for 
the great mass of paupers would provide for them handsomely if 
applied rationally to emigration. 

After that, Etzler seems to have disappeared from public view. 


THE LAND REFORMERS: GEORGE HENRY EVANS, LEWIS 
MASQUERIER, JOHN PICKERING 


In the forties a land-reform movement began that carried most of 
the reformers along with it and eventually became respectable. The 
leader was George Henry Evans, the journalist (1804-1856). He be- 
gan his career as a supporter of Frances Wright and her “guardian 
schools” idea, and with her had bitterly opposed Skidmore’s agrarian- 
ism. Then he emerged as a leader of the Loco-Focos. Being a devoted 
follower of Paine, whose works he republished, he wanted to abolish 
rag money. But in the Man he supported the state loan to the New 
York banks in 1834. Then in ‘1844 he organized the National Reform 
Association which along with his Working Man’s Advocate preached 
a “new agrarianism” that looked toward Skidmore’s ends. Since capi- 
tal is the result of labor, he argued, there can be no equal right to 
capital, and it must be left alone. But the soil is the gift of nature, and 
everyone has a natural right to the soil as well as to the product of his 
labor. Therefore, in the abstract, land should be equally distributed. 
This cannot be done directly in the settled states, but the public do- 
main provides the solution. These lands should be given free to set- 
tlers. By making this homestead inalienable, the settler would be as 
powerful and secure in his rights as the landed aristocracy of Great 
Britain. Such a policy would cause the fall of land prices throughout 


the country. The more settled portions, to retain their population, 
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would begin limiting land ownership until eventually land values 
would be exclusively the improvements on it. Since wage earners 
inder this policy could easily obtain lands, the bargaining position of 
chose remaining would be strengthened. Thus any unwarranted in- 
squality of ownership would be eliminated. Evans epitomized the 
philosophy in the title of a circular in 1845, Vote Yourself a Farm. 

Evans’s follower, Lewis Masquerier, Kentucky-born printer, ex- 
plained in his A Scientific Nomenclature of the Earth (1847) that 
under the land-reform scheme all employments would be properly 
apportioned in each township and the surplus products exchanged in 
the town market, upon the equitable principle of equal terms of labor 
for labor—that is, labor time, “without regard to the labour-saving 
effect of machinery.” 

John Pickering, formerly a member of one of Warren’s experi- 
mental “anarchist” communities, presented the most systematic de- 
fense of the movement in his The Working Man’s Political Economy 
in 1847. He denounced the other schools of “reform” and the “ortho- 
Jox” economists. 

Warren’s labor notes, he said, must lead to the same engrossing of 
she community property and livelihood as is accomplished by the 
oank notes. Political economy is devoted to “the interests of the King 
und the Capitalist.” But the economists would have been sound if they 
1ad held rigorously to their doctrine that the quantity of labor, the 
-ost of production, was the regulator of the commercial or exchange- 
able value of all products, including specie. 

The natural tendency of exchangeable value or price is to gravitate 
coward the cost of production. The “mere instincts of nature” would 
rave led to exchanges being based on equal cost if government had 
10t made private property in the elements legal and had not inter- 
ered with the personal operations of individuals. If property in the 
slements is abolished, thereby letting labor alone give value to prop- 
erty whether in its production or distribution, “then perfectly free 
-ompetition, governed alone by the immutable principle of supply 
md demand,” will bring about all that state of things so ardently de- 
ired and looked for, by all good and honest men. The reason that 
-ompetition heretofore has produced evil is that governments have 
yeen nothing but combinations of idle capitalists, of landlords and 
noney lords, invented for the express purpose of counteracting the 
qualizing tendency of free competition. 

The solution, therefore, is free, inalienable homesteads. This would 
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give labor its full product and solve all problems, from war and over- 
production to slavery and usury. There would be no wars since there 
would be no land to fight about. Slaveholders would have no interest 
in keeping slaves if they had no large estates. But the present contest 
on slavery is like the battle between the landed interest and the 
moneyed interest in England, both of which are plunderers. Thus the 
workingmen, so long as they have no right to the soil, should vigor- 
ously oppose emancipation, for emancipation would merely increase 
the number of laborers and depress wages. 

Reformers of almost all schools, including Greeley, took up this 
land-reform movement. German communists fresh from the Revolu- 
tion of 1848 supported it with Karl Marx’s blessing as a step toward 
the goal of communism.** Even the new-born Republican Party had 
a vague plank for free homesteads. The future of the movement was 
thus tied to a party that had as its core Clay’s American System. 
Evans’s associates vainly asked the Democrats to support free land to 
counteract the “nigger delusion” of the new party. 


GERMAN COMMUNISTS AND ENGLISH CHARTISTS IN AMERICA: WILHELM 
WEITLING, JOHN BRAY, JOHN CAMPBELL 


In general, the refugee German communist leaders, including the 
friends of Marx, espoused not only land reform, but also other char- 
acteristic reforms, especially the monetary ideas that the nation had 
developed. But the mass of German immigrants who necessarily con- 
stituted their field of operations were not too deeply interested in 
anything but land reform, as evidenced by the short-lived character 
of the organizations and journals that the leaders started. And the 
leader who had had the greatest reputation in Europe as a communist, 
Wilhelm Weitling (1808-1871), after a few years of pushing a vari- 
ant of Warren’s monetary scheme in New York, accepted a position 
in the federal Immigration Service in 1854 and devoted most of his 
other time to pushing his various inventions.” 

Perhaps the most significant contribution of the entire movement 
was the first publication of Marx’s famous “Der Achtzehnte Brumaire 
des Louis Bonaparte” (“The Eighteenth Brumaire of Louis Bona- 
parte”) in a New York German organ, Die Revolution. 


The ablest of the radicals was John Francis Bray (1809-1897), who 
did his great work not in America but in England.® He was born in 
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Washington, D.C., of English actors. Six years later the family moved 
to Boston, and in 1822, on his mother’s death, he went to England. 
There he became a journeyman printer, and in 1835 he became active 
in the labor movement. In 1839 appeared his great treatise, Labour’s 
Wrongs and Labour’s Remedy; or, the Age of Might and the Age of 
Right. Other radicals sought a solution in political reforms such as 
universal manhood suffrage, but, said Bray, he had seen beggars, poor, 
and unemployed in Boston, and thus republics are not superior to 
aristocracies in this problem. The main idea of the book, according to 
Bray, was that class division into workers and employers was the 
cause of all the evils.* 

No greater tyrants than the “moneyed republicans of the United 
States” exist, said Bray. Liberty and equality of rights are words 
whose meaning they do not know; “for, apart from the tyranny 
which the present constitution of society enables one man to exercise 
over another, these republicans . . . now hold in undisguised and 
abject slavery upwards of two millions of their coloured fellow-men, 
who are bought and sold, or flogged and slain like cattle. This glaring 
contradiction between principle and practice is but a natural result 
of inequality of wealth; and such tyranny and slavery will invariably 
be found to exist, either openly or disguisedly—upon black men or 
upon white men—in every nation, whatever its form of government 
may be, where inequality of possessions and the division of society 
into employers and employed has existence.” 

Labor is the only measure and true title of property. Under the 
present system, the wage received by the producer from the owner 
capitalist contains a smaller quantity of labor than that which he in- 
corporated in the product; the surplus goes to the owner. Thus ac- 
cumulation of capital is based on withholding remuneration for a part 
of labor. Capitalist property thus acquired is sheer exploitation. 

The existence of private property generates private interests, and 
the unequal exchange of labor and remuneration produces injustice 
and dissatisfaction. The entire machinery of government is organized 
to maintain this injustice. Capitalist society cannot be mended by 
piecemeal reform through trade unions, free trade, or political action. 
The existing order must be changed, but not by force, for force can- 
not generate social institutions. The ultimate remedy is the abolition 
of private property in favor of communal possession, with a universal 
duty of labor and equal exchanges, 

But the present generation, reared in an unjust society, is unfit for a 
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new order at once. There must be an intermediate stage. This should 
be a confederation of joint stock co-operative societies in which all 
means of production would be owned in common through buying 
out the capitalists, and work would be remunerated in full by notes 
which would be issued by a national bank and entitle the bearer to 
goods valued in accordance with the labor which they incorporated. 
The joint stock modification, by admitting “individual property in 
production” along with a common property in productive powers, 
“is fitted to take society as it is, and to prepare the way for other and 
better changes.” In fact, Bray took society so much as it is that he in- 
cluded a charge for rent in the calculations of the cost in each “com- 
pany.” 

The key, he said, is the money supply. A national bank would 
create the circulating medium and issue it to the various companies in 
proportion to the number of members or the character of their oc- 
cupation. With this money all individuals and companies would 
purchase commodities and transact their exchanges on the present 
principles of trade; and either by the imposition of a direct tax on 
persons or by percentages of commodities, sufficient capital accumu- 
lations would be achieved. “The money issued would always keep 
within the limits of the actual effective capital existing; and it would, 
like blood within the living body, flow equably through society at 
large, and infuse universal health and vigour. The money would al- 
ways be at hand to pay for the labour—the labour would be ever 
ready to exert its power for this universal representative—and thus, 
while the money would insure the labour, the labour itself would 
insure the creation of the commodities which would be required for 
the money. There could be no confusion, no gluts—no want of em- 
ployment—no poverty; but production, and accumulation, and dis- 
tribution, and. consumption, would be naturally adjusted to each 
other, and would harmoniously work out their common results.” 

Underlying the whole work was the familiar tradition that a ma- 
jority can never possess the right to impose laws on the minority ex- 
cept such laws as have for their object the equal protection of general 
social rights, for “the protection of person and property” is “the chief 
end for which men institute laws.” 

The Chartists regarded Bray’s treatise as a standard work, and Marx 
highly commended it as one of the best “Utopian” socialist treatises. 

But things were not promising in Europe, and so Bray returned to 
the United States in 1842. Here he was unnoticed, even by the s> 
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called “laborite” leaders, and for a while he worked as a printer on 
both Democratic and Whig papers. But living was precarious. Work- 
ers, he said, are paid only a part of their salary at the end of the 
week. If business prospers they get their wages. This, he said, is 
in sharp contrast to the state-of affairs in England. The Yankees ap- 
pear more like gamblers and sharpers than honest businessmen. 

His jobs did not last long, and the uncertain wages induced Bray 
to go West to Michigan, where he had inherited some land. He 
farmed for a while, but journalism was in his blood. He started to 
write another “reform” book, The Coming Age. He printed a few 
chapters as separate numbers, which were devoted to attacking Spirit- 
ualism; then he visited Boston to find a publisher but failed. So he 
continued to maintain a percarious existence as newspaperman and 
farmer. 


Across the scene moved another figure who had first achieved no- 
tice in labor agitation in England. This was the Irish-born John 
Campbell (1810-1874).®* He had been a weaver by trade; but, like 
a large number of the leaders, he managed to acquire facility with the 
pen and the spoken word. 

Where Bray had emphasized co-operation as the remedy for la- 
bor’s wrongs, Campbell stressed the achievement of political rights 
for the workingman as the first step in the emancipation of labor. 
Thus he became one of the great leaders in the Chartist Movement in 
its political phases, which demanded universal manhood suffrage, no 
property qualifications for members of Parliament, the ballot, pay- 
ment for members of Parliament, annual elections, and division of 
electoral districts so that the number of representatives for a district 
were in a proportion to the number of electors. 

Campbell became prominent with the establishment of the National 
Charter Association in 1840 and his election to the paid executive 
council. In a sense Campbell was the most important member, for he 
was secretary and as such had control of the funds. Like a good sec- 
tion of the leadership, he hated the Liberals more than the Tories. 
At the time, 1841-1842, the “radicals” of the Liberal Party, including 
such men as Francis Place and Joseph Hume, were anxious to get the 
support of the Chartists for a joint movement to obtain the repeal of 
the Corn Laws as well as the enactment of the political reforms. 

But Campbell, in a pamphlet called An Examination of the Corn 
and Provision Laws from their First Enactment to the Present Period, 
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denounced the spokesmen for repeal as the greatest enemies of the 
laboring classes. He dedicated the pamphlet to the “agricultural serfs, 
and factory slaves of Great Britain and Ireland.” He appealed to them 
as “fellow labourers. I am one of yourselves, a hard-working man, a 
Fustian Jacket, as [the great leader of the Chartists, Feargus ]O’Con- 
nor terms us.” 

If the working classes could see that the interest of the workingman 
is the same in every country, the power of the oppressor would 
soon be destroyed. Campbell informed them that they were oppressed 
and robbed on all sides. He said: The parson robs you in the shape of 
tithes, the government in the shape of taxes, the landlord in the shape 
of rents; the shopkeeper in the shape of profits; the bankers in the 
shape of rag money; the masters in the shape of low wages, and the 
brokers and jobbers in the shape of speculators. “Each endeavours to 
have the power to himself of defrauding you.” 

The proponents for repeal are “the commercial interests or the 
profit mongers.” It is “a struggle between the landlords and the lords 
of the long chimneys.” The one thief seeks to repeal the Corn Laws 
to obtain more profits; the other thief wants to retain the Corn Laws 
to maintain high rents; while the “industrious classes are never 
thought of, except to be worked like horses, and fed like asses, both on 
the land and in the mills, in order that gold may be coined out of their 
sweat and blood, for their merciless task-masters.” 

The greatest enemies of the working class are the middle-class pro- 
ponents of repeal. Repeal would enable them to cut wages to com- 
pete abroad and raise their profits, and in the process smash the trade 
unions. In fact, if there were to be complete free trade, as the repeal- 
ers should logically demand, English labor would be further de- 
pressed in unemployment and lower wages. On the other hand, 
Campbell “proved” statistically, historically, and theoretically that 
the Corn Laws were enacted by social-minded sovereigns for the 
benefit of the working classes. “Brother democrats,” he concluded, 
“keep united” and persevere by constitutional peaceful means, not 
revolutionary ones, until “you are admitted beneath the sanctuary of 
the law.” 

Meanwhile, with Manchester as the center, a general strike began in 
July 1842 and spread all over the country, ostensibly to prevent the 
further lowering of wages. Campbell, then on his way to a great 
Chartist Conference at Manchester to deliberate on dissensions in the 
movement, was amazed to see the chimneys of Manchester smokeless, 
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and with an oath declared, “Not a single mill at work! Something 
must come out of this, and something serious too.” 

But Campbell and other Chartist leaders, though asked for guidance 
by the leaders of the strike, instead did nothing. Nevertheless, they 
were arrested and charged with “sedition, conspiracy, tumult and 
riot” in the famous trial of “Feargus O’Connor, Esq., and Fifty-eight 
others,” in 1843. Campbell, who in the court proceedings was de- 
scribed as a laborer, was among those convicted, but on appeal the 
verdict was set aside on a technicality. As in Bray’s time, the Chartist 
Movement fell apart again, thanks in good part to internal dissension. 
Early in 1843, Campbell was accused of helping himself freely to 
small sums.** 

Later that year Campbell appeared in Philadelphia and began a 
long career as bookseller and small publisher. Of course, he could not 
keep out of politics. As a Catholic and immigrant, he could hardly 
expect to find a place in the Whig Party, which at the time was in 
close alliance with a local “Native American” party. Like so many 
of the immigrant intellectuals, he became an ardent worker for the 

‘Democratic Party. 

Hardly had he settled in Philadelphia when he was starting “re- 
form” societies. In 1844 he was the first secretary of the Social Reform 
Society, then came others with such names as the Social Improve- 
ment Society. At the same time, he tried to control the Philadelphia 
labor movements. He became Greeley’s Philadelphia correspondent 
in labor matters. 

When the French Revolution of 1848 occurred, Campbell pub- 
lished a small book of 126 pages dedicated to Louis Blanc and other 
members of the Provisional Government for their endeavor to ele- 
vate the “proletarians” against the opposition of the “bourgeoisie.” 
The book was entitled A Theory of Equality; or the Way to Make 
Every Man Act Honestly. Various aspects were further elaborated in 
communications to the Tribune. 

The book appears to have been as much a bid for the workingmen 
to support the Democratic Party as it was a reformist tract. Under 
our present vicious speculating system, he wrote, a metallic currency 
is preferable to a paper one because it cannot be increased or de- 
creased in order to deprive labor of the value of its product with the 
same facility as paper. Under a constitutional currency, cities would 
not have increased rapidly, but the country would have been more 
densely populated, and everybody knows that our agricultural popu- 
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lation is much happier than the urban population. At the same time, 
Campbell supported land reform as the means of thinning out the re- 
dundant city population which reduces the wages of labor. 

The great ideal remedy or proper organization of labor, he con- 
cluded, is a system of national workshops. But it is to be achieved 
by voluntary arrangements by the laborers in each trade in each city 
and not by government control and operation. For instance, in each 
city the members of each craft would have a central workshop and 
branches to handle the work. Thus the bosses and vicious capitalists 
would be completely eliminated, and labor receive its full product. 

In the ideal system, of course, there would be a currency based 
on labor notes rather than specie. There should be enough money to 
pay the laborer for all the surplus produce he chooses to sell to so- 
ciety. There ought to be enough money to employ all those able and 
willing to labor. But specie can hardly satisfy the need, Campbell 
wrote. There are five million producers in the country, with each 
earning on the average twelve dollars a week. Suppose they use a half 
to maintain their families, and the remainder is hoarded. Obviously 
there is not, and cannot be, enough specie to meet the demand and the 
saving. So the capitalists who control specie can play havoc with la- 
bor. Therefore there should be a national medium based on labor, de- 
posited in national or central workshops. The only necessary control 
against overexpansion would be to regulate the amount of currency 
by the amount of capital produced, for labor is not opposed to capi- 
tal, but to capitalists. All the moneys would come direct from the 
national workshops. Money would only be wanted by a person who 
was moving to other parts of the country because the money, repre- 
senting so many days’ labor, would enable the owners to obtain goods 
there. 

Campbell was quite aware that this scheme of labor notes and labor 
organization was similar to Warren’s, but he informed the public 
through the New York Tribune in 1850 that these ideas were not 
original with Warren, or for that matter with himself. “I obtained 
them twenty years ago from James Bronterre O’Brien,” who was 
known as the great intellectual leader of the Chartists. “O’Brien ac- 
quired them from the French school of 1793,” headed by Robespierre. 
And of course another was Bray, from whose Labour’s Wrongs he 
quoted twenty pages in one sweep. 

In a practical sense, labor unions should be organized for the pur- 
pose of raising capital for co-operative workshops and stores and 
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temporarily pushing land reform, Campbell argued. It was on this 
ground that he felt he and Greeley were together. In a letter in the 
Tribune in 1850, he declared that while he, Campbell, supported the 
Democratic Party, free trade, and a constitutional currency, and 
Greeley supported the Whigs, high tariff, and a paper currency, still 
the Tribune was the only journal which had “the moral honesty to 
proclaim in language distinct and truthful, that labor and capital can 
and will be made to harmonize together.” 

Labor organizations merely for raising wages through strikes and 
various restraints, he severely deprecated. Strikes, he declared, seldom 
accomplish the good the authors intend. He complained, however, 
that the trade-union people erroneously have the notion that “men 
who do not belong to a trade may use them, were they permitted to 
become active among them.” ° 

As was true of so many of the so-called labor reformers, this former 
Chartist took the extreme southern attitude on the question of slavery. 
In his Negro-mania; Being an Examination of the Falsely Assumed 
Equality of the Various Races of Men (Philadelphia, 1851), he even 
denounced attempts to have English abolitionists speak before his re- 
form societies on the ground they were feeding the fires of incendia- 
rism and sedition. 

Such views were in keeping with his support of the Democratic 
Party. And naturally he expected aid from the party. Thus in 1849 
he appealed to the outstanding Democratic leader in the state, James 
Buchanan, for a loan of $327. He specified as a condition “that you 
will give me my own time to pay you.” Naturally, he reminded 
Buchanan, “my influence with the working class is great,” and con- 
cluded with the admonition, “I never forsook a friend or forgot a 
friend.” 

But the Democratic Party, like any large party, was composed of 
factions; and, though Campbell attempted to convince Buchanan that 
the faction which disliked Campbell was also hostile to Buchanan, the 
future President saluted Campbell as a “fellow Democrat” but 
thought it best to plead that he had already lent most of his money to’ 
other worthy persons in similarly bad financial circumstances.© 


GILBERT VALE: DISCIPLE OF PAINE 


The “free-thinker” Gilbert Vale (1788-1866) was held in great re- 
spect among almost all reformers as a man of learning and genius, es- 
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pecially in the sciences depending on mathematics. Vale came from 
England to New York in the late twenties, when he was quite old, 
and became a sort of successor to the tradition of the Free Enquirer of 
Frances Wright and Robert Dale Owen. 

Vale was an inventor, teacher, and lecturer on the whole gamut of 
physical and moral subjects, especially “free enquiry,” in which he 
doubtless felt most competent because he had been intended for 
the ministry. Most of Vale’s energies were devoted to publishing 
a host of short-lived reform periodicals and attending and lecturing 
before reform congresses and free-thinking societies such as the 
“United States Moral and Philosophical Society for the General Dif- 
fusion of Useful Knowledge.” As his devoted friend Lewis Masquerier 
put it, “In all his writings and publications, he attacked the errors of 
religions and governments as well as those of the physical sciences.” °° 
But his reforms were in the spirit of Thomas Paine, of whom he, like 
Evans, was such a devoted disciple that he not only reprinted his 
works, but also prepared a biography. 

From the start of his writing career in 1832, and irrespective of 
the nature of the publication, Vale was sure to run a series of articles 
on the true principles of political economy. These he finally brought 
together in 1841 as a forty-page supplement to his periodical, the 
Diamond, under the title of Manual of Political Economy. As might 
have been expected, it followed the tradition of free trade as under- 
stood by Paine and the Loco-Focos. 

Economic and social evils arise from excessive government along 
with religious bigotry, he declared. While apprehensive of excessive 
banking in the sense of the Loco-Focos, he spoke of banks as falling 
under the useful category of inventions and discoveries. He de- 
nounced public works and demanded that such activities be left 
to private enterprise. “Whatever is useful has been performed by a 
private or company speculation.” The increase of luxury among the 
rich, with the increase of wealth, is one of the best preventives to 
overgrown fortunes, for, though it “may -corrupt individuals, it 
preserves the body politic from the influence of overwhelming 
fortunes and serves to distribute wealth among the people.” Market 
price, he specifically stated in his journal, the Mechanics’ Assistant, 
in August 1833, “is whatever an article will fetch, and . ... generally 
is the only and best rule that can be adopted; and upon the whole 
affords a more equal supply and general satisfaction than any other 
system possibly could.” Perhaps the best description of his activities 
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in political economy was in his advertisement of one of his lectures 
in his Beacon on June 3, 1837: 


Society of Moral Philanthropists: Moral Lectures at Tammany Hall— 
Tomorrow (Sunday) morning, a lecture on Useful Knowledge; Subject, 
POLITICAL ECONOMY; addressed especially to Females interested in 
Housekeeping, but useful to statesmen, merchants, bankers and mechanics. 


The “radical” literature at least had the effect of emphasizing the 
need for education of the masses, and for vitalizing learning in gen- 
eral. 


CHAPTER XXV 


The Higher Learning: 1829-1861 


O MEET the prevalent radicalism and the danger of ex- 

tended suffrage, leading citizens took a great interest in ex- 

tending popular education.t As in England, all sorts of 
popular educational organizations were established with the aid of 
the respectable. There were mechanics institutes, workingmen’s li- 
braries, mercantile library associations, societies for the promotion 
of useful knowledge, Christian Unions, lyceums. Judges, leading law- 
yers, politicians, college presidents, and clergy not only spoke before 
them, but also prepared proper reading lists. 

Former Chancellor James Kent included in the reading list he pre- 
pared for the New York Mercantile Library Association, William 
Godwin’s Caleb Williams. Kent said of the book: It is “a most interest- 
ing fiction; and the scenes are painted with prodigious force and 
strike the reader with awe and solemnity. But the story is a monstrous 
exaggeration, a libel on the laws and institutions of society. In 1796, 
the work was laid under the interdict of the imperial censor of 
Vienna.” ? 

A big business was done in reprinting tracts published in England 
for distribution among the masses. The titles included The Working- 
Man’s Companion; The Results of Machinery, Namely Cheap Pro- 
duction and Increased Employment, Exhibited. A good many of these 
tracts were either purchased or received as gifts by respectable citi- 
zens for their own edification. 
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More and more men of wealth and position wrote or subsidized 
the “proper” treatises. Wadsworth was anxious for a volume of Com- 
mon School Lectures, to be read by the teachers at the close of the 
morning and afternoon exercises every day, on the principles of 
health, chemistry, political economy, and legislation.® 

Leading citizens increasingly demanded that more funds be de- 
voted to common-school education, lest the masses be led by wily 
demagogues. But few wanted completely free common-school educa- 
tion to go beyond the charity-school type, modeled on the Lancas- 
trian method. It was still felt, as Condy Raguet and Thomas Cooper 
argued, that more than this would destroy the incentive of parents to 
be industrious so as to pay for a better education. 

Archibald Russell, the New York statistician, thought that schools 
ought to be opened at night for “infant labor’’ in manufacturing 
neighborhoods, and a tax ought to be levied on those child laborers 
unable to read and write so as to serve as an incentive to parents to 
educate their children.* 

Colleges also felt the stimulus as they sought to cope with the prob- 
lem of declining student bodies and the competition of “upstart” 
colleges. Elective systems were attempted. Chief Justice Marshall’s 
brother, Louis Marshall, while president of Washington College 
(now Washington and Lee University) at Lexington, Virginia, 
placed the two professors at the disposal of the students at all hours 
to discuss and recite on whatever the students chose.’ Some attempts 
were made to start extension lectures and programs that would not 
require taking the classics. In the South as well as the North stress was 
laid on the need of teaching subjects that would appeal to men of 
industry and commerce. Moves were even made for graduate work. 

Most promising was the establishing of New York University in 
1832, ostensibly to provide both popular and graduate instruction. 
The chief promoter was a Presbyterian clergyman and former trustee 
of Columbia, the Reverend James M. Mathews. The promoters de- 
clared that Columbia was too closely bound to the Episcopalian faith 
and too aristocratic, and that in its adherence to the classical curricu- 
lum it was too old-fashioned to suit a thriving commercial metropolis. 
Albert Gallatin was induced to sponsor the organization and was 
made president of the governing council. He had long held to the ideal 
of a general system of “rational and practical education, fitted for all 
and gratuitously open to all.’ He was anxious to make New York 
University the first real university in the country free from sectarian 
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influence and open to the teaching of the newer fields of the physical 
and social sciences. 

The college was to be a graduate school and at the same time spread 
knowledge to the community at large by popular lectures. In imita- 
tion of Oxford and Cambridge, the executive officer was to be a 
chancellor who would have as little voice in affairs as his English pro- 
totype, in the expectation that the autocratic control of the usual 
American college president would be eliminated. 

‘The university was, however, organized along the familiar business 
lines. Following the example of the recently established University 
of London, it was set up as a joint stock corporation with a share- 
holder entitled to one vote in electing the governing council for every 
hundred dollars contributed. Where Columbia College stipulated 
that a gift of $15,000 entitled the benefactor to nominate a professor, 
subject to the approval of the administration, New York University 
reduced the rate to $10,000 with corresponding reductions in the 
nomination of scholarship holders. 

But before the institution got fully under way, Gallatin found that 
his ideals were not likely to be carried out and resigned. After a series 
of internal disputes between the faculty and the “despotic” chancellor 
which led to the resignation of the faculty, the school settled down 
to being a traditional college. As Chancellor Mathews put it, the 
school is a “Christian university,” and the “well-grounded claims 
of the Sacred Scriptures” must be set forth. Science is often “per- 
verted to shut out our Maker from His world and from the mind of 
man.” ® 

In 1857 Columbia experimented with graduate instruction, which 
would be open to the public as well. It provided for an elementary 
law division with one instructor paid by the fees. The premise was 
that if a large number of students were drawn to the school, it would 
be easy to induce them to take the other subjects in the graduate 
school and thus acquire that more elevated learning which it is the 
object of the college to provide. With the exception of the law divi- 
sion, the graduate scheme was almost stillborn for lack of attendance. 

There seemed to be a hope for a truly national university when the 
Englishman, James Smithson, left $500,000 to Congress for the 
“orowth and diffusion of knowledge.” But after years of debating in 
and out of Congress on what was meant by the “growth and diffusion 
of knowledge,” Congress finally decided to establish in Washington a 
combination of a popular museum of science, an art gallery, and a 
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library. Thanks, however, to the skill, vigor, and scientific reputation 
of its first director, Joseph Henry, something of a scientific institu- 
tion was finally evolved, but this took years. 

Leading schools began to pay more attention to the sciences, but 
only in the form of separate schools with separate degrees, as the 
Lawrence Scientific School at Harvard. Work in astronomy was be- 
ginning to be appreciated, but it was taking time for college heads 
to realize that the main function of telescopes was not to give visitors 
a peek at the heavens. 

The colleges were at all times expected to hold fast to tradition— 
more accurately, to what was considered tradition by the dominant 
class. President Theodore Dwight Woolsey of Yale, nephew of 
Timothy Dwight, who taught economics along with other subjects, 
declared that colleges are accused of being immovable, conservative 
of useless and forgotten knowledge, and opposed to new science. But 
gradual changes occur. “They are such changes as time with his gen- 
eral irresistibleness works in whatever is not made but grows; in states 
and churches, and all things, which live not by infusion and propping 
up but by inward energy.” They are rightly against the disturbances 
which render “the venerable forms of grey antiquity less venerable 
to the scholar.” The usefulness of a literary institution depends on its 
antiquity and the stability of its system, From the regular progress 
of centuries it acquires a “set of maxims and principles resembling the 
habitual rules of a well-principled man.” Thus membership in such 
an ancient society has a “powerful though a silent influence on char- 
acter, to give value to objects of reverence, and to oppose violent and 
sudden innovation” in the social order.” 

In the South the enthusiastic support of slavery became increas- 
ingly the great educational requirement as the Civil War approached. 
The chancellor of the University of Mississippi, the Reverend Freder- 
ick A. P. Barnard, New Englander by birth and training and a stu- 
dent of the physical sciences, stated before his trustees in 1860 that if 
he were unsound on the slavery question, it was their duty to remove 
him “from the position for which I am morally disqualified. But Iam 
a slaveholder,” he declared, and “if I know myself, I am ‘sound on the 
slavery question.’ ” § ; 

In the colleges history began with Genesis. The physical scientists 
certified that their conclusions agreed with the Bible. Cooper was an 
exception, but he appears in this connection to have been interested 
more in flaying the “bigoted” clerics than in science. 
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Louis Agassiz, professor of natural history in the Lawrence Scien- 
tific School at Harvard, was concerned not only with showing the 
harmony of his theory of the history of the universe with the account 
in Genesis, but also with showing that the latter attended—quite 
properly—only to the branches of the white race and nowhere re- 
ferred to the colored people. 

The Reverend Lyman Beecher, president of the Presbyterian Lane 
Seminary in Ohio, defended the classics on the ground that only by 
the mental discipline instilled by them could the spirit of innovation 
and leveling radicalism be prevented. But Loco-Foco Theodore B. 
Sedgwick told fellow Columbia College alumni that the college should 
pay less attention to the classics and more to modern language because 
of commerce.* And Governor George McDuffie called for a profes- 
sorship of modern languages, especially French, at the University of 
South Carolina, on the ground that the state needed a class of well- 
educated native merchants to conduct its growing commerce and 
prevent the gains from going to northern towns.’° 

The Common Sense philosophy was still the ruling one. Jeremy 
Bentham had his devotees in the United States, but his apparently ex- 
clusive emphasis on the pleasure-pain calculus, and the greatest happi- 
ness for the greatest number without reference to a theological sanc- 
tion, unlike Paley, made him appear dangerous to college teachers. 
Further, as the avowed intellectual father of the English “philosoph- 
ical radicals” who were demanding the expansion of the suffrage to 
include more of the business classes, he was suspected, strangely 
enough, of preaching “democracy” as well as atheism. 

The aristocratic Whig New Y ork Review, edited by the Reverend 
Caleb S. Henry, professor of intellectual and moral philosophy at 
New York University, stated in 1837: “The name of Mr. Bentham is 
every day gaining increased celebrity as the rallying point of a new 
school in morals and the very ‘loadstar’ of a reformation in politics” 
in England, but in times like the present we should cling more closely 
to the good old-fashioned philosophy of the Bible, which demon- 
strates that by following duty one gets happiness."* Hildreth, who 
espoused Bentham’s philosophy in his Theory of Morals and had 
made the standard translation of Bentham’s The Theory of Legisla- 
tion from Etienne Dumont’s classic French version, found himself 
accused of being unconsciously a socialist. 

Their pronounced agnosticism, along with their criticisms of aris- 
tocratic institutions, banned Herbert Spencer’s Social Statics and 
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Thomas Buckle’s History of Civilization in England, distinguished 
English works, from academic halls. 

So again in the case of Auguste Comte. Praised highly by John 
Stuart Mill, Comte’s work, especially the Cours de philosophie posi- 
tive, for a period attracted considerable attention. His scheme of a 
hierarchical classification of the sciences and a corresponding hier- 
archical social order found admirers easily enough. One wealthy 
American youth, Horace Binney Wallace of Philadelphia, who com- 
mitted suicide at the age of thirty-five, even provided a generous life 
pension of 500 francs a year for Comte. And there were other Ameri- 
cans to approve Comte’s appeal to his disciples in all lands—that to 
“check communism” they should seek to turn everybody from “po- 
litical agitation” and “strive always to strengthen authority.” ¥ 

But when Comte, to complete his authoritative scheme, proposed 
an appropriate new religious faith with himself as high priest, he 
was instantly denounced as the greatest social incendiary of the age. 
A Harvard committee appointed to examine the department of in- 
tellectual and moral philosophy called for more emphasis on natural 
theology to combat the “specious and popular” works of Comte and 
Buckle. 

On the other hand, outstanding foreign works which combined ex- 
treme conservatism and a fervent espousal of accepted religion were 
assured a wide market—for example, the treatises of Francois Guizot, 
who when prime minister had Karl Marx deported from France. 
His Cours d’bistoire moderne in its translated version, History of 
Civilization, was the most popular college textbook in history in this 
country. 

Even that native son, Ralph Waldo Emerson, was somewhat sus- 
pect because he seemed to utilize the “transcendental” categories of 
the German “idealist” philosophy. But his “safe” views on the social 
order found him a large audience among those respectable citizens 
who wanted something more than mere dogmatic assertion to justify 
their common-sense truths. He asserted in his essay on “Politics,” that 
inequality in property depends “primarily, on the skill and virtue of 
the parties.” Reformers foolishly make property the center of attack, 
when they should be demonstrating their superiority to the institu- 
tion by an inner regeneration. ““No man deserves to be heard against 
property,” he declared in “New England Reformers.” “Only Love, 
only an Ideal, is against property.” 

Some serious interest in Kant began to emerge, but it was agreed 
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that his philosophy could have value only if translated into Common 
Sense. One writer said in 1857 in the influential New Englander: 
“What has long been needed,” is that “some competent mind should 
give us in the language of [Thomas] Reid and [Jonathan] Edwards, 
the entire work of Kant, translating sentence by sentence and chapter 
by chapter, as they occur in their order, with here and there such 
short footnotes as might be necessary.” Then we could judge whether 
Kant is “worth anything or not.” 

Leading this movement to fit Kant under Common Sense was the 
Reverend Laurens Perseus Hickok, vice-president and professor of 
mental and moral philosophy at Union College. He used enough of 
the language of the German idealist philosophy to be charged by 
some theologians with pantheism and atheism, but his work acquired 
standing as the best treatise in intellectual and moral philosophy for 
the more skilled teachers of Common Sense. 

For advanced students in philosophy, Hickok prepared Rational 
Psychology. This was a “transcendental philosophy” which assumed 
to see by a clear intuition the necessary conditions of all thinking, and 
therefore enabled the thinker to affirm that things must be as they 
are, by “a rigid a priori analysis and deduction in pure thought.” But 
beginners in philosophy, he thought, should start with “experience” 
and work up to the “ideas” which control the facts. This constituted 
Empirical Psychology; or, the Human Mind as Given in Conscious- 
ness. Its standpoint was that “the criterion of ... reality is the clear 
testimony of consciousness.” It began with a discussion of anthropol- 
ogy to show that unchanging common sense is the unquestioned and 
necessary beginning of all thinking and to rule out as not properly 
belonging to mankind those who do not possess this common sense. 
“The only way for man to know himself and his fellows is carefully 
and thoroughly to study his and their common experience.” The 
common sense may be attained in various ways: from the languages, 
law, manners and customs, proverbial sayings, and the literature and 
history of the race. If any person “allege a consciousness different 
from that of mankind in general, this can be no matter of any farther 
concern to us; for if it were true, it would only prove that he was 
alterum genus, and that any facts which were peculiar to him, would 
be of no account in a system which embraces those only of our com- 
mon humanity.” It naturally followed that those who did not accept 
the accepted traditional principles of action were alterum genus. 

The first psychological principle is that man, being a creature of 
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appetite and desires, is self-interested. This leads to all the beneficent 
feelings connected with the “acquisition and possession of property.” 

Then the student was ready for Hickok’s A System of Moral Sci- 
ence. Rights are simple, immutable, and universal, grounded on the 
intrinsic excellency of spiritual being. Honesty is based on the prin- 
ciple that “morality demands the kindness which has already been 
made obligatory by the previous kindness received.” Thus “many @ 
wealthy and powerful man has been greatly inconvenienced because 
the service expected and paid for was not rendered.” Therefore the 
civil law is the constraint of individual choice “by state sovereignty, 
for the end of public freedom.” 

This did not imply popular sovereignty, for only in proportion to 
the intelligence and virtue of the people is the sovereign people the 
best guarantee of public freedom. In proportion to the depravity and 
ignorance of the people, “a popular government is the most destruc- 
tive of public freedom.” Nothing is more tyrannical than an “excited 
passionate populace” in this case, and “for freedom’s sake” the sov- 


ereignty might rightly be vested in a despot. But government cannot: 


legislate in violation of property rights, since the individual’s freedom 
in the pursuit of happiness is controlled by the imperative of freedom 
to do that which is essential for attaining his highest moral worth. 
Such rights cannot be surrendered by the individual, and if the state 
passes legislation against them, “the government in its judicial capac- 
ity should declare the law a nullity. . . . What a man produces is 
ethically his. Irrespective of all civil legislation, a man might thus at- 
tain the natural right to personal property, and so far as he could 
mingle his own products with the soil, he would by cultivating the 
earth and building upon it attain a natural right to real estate.” 

The state is the supreme proprietor, but the state cannot righteously 
take property without paying full value. The state may say how long 
an individual’s copyright or patent may last until the public acquires 
his property, but there is a tendency to “too summary. and arbitrary 
actions” in these matters. “The interest of the public in appropriating 
all new inventions and discoveries for its benefit, and the ready com- 
bination of the many against the few, makes it incumbent upon the 
state to guard with special care the interests and rights of the dis- 
coverer.” 

Further, the state may never use any property as a great govern- 
ment monopoly, such as competing with private business enterprise. 
The state cannot make itself the whole, for it exists for the freedom of 
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the whole. Therefore, it must not compete against any of its parts. It 
should only interfere in internal improvements in cases where in- 
dividual or corporate action is unavailable. Likewise the authority of 
the state might be applied to the regulation of commerce, but only in 
such cases as a tariff. 

Similarly, the state is to regulate money and banking in accordance 
with the needs of the commercial community, which is the same 
thing as the “end of public freedom.” Thus the precious metals ad- 
justing themselves to the needs of business transfer furnish the best 
standard of value. Labor cannot furnish such a standard because labor 
itself can only be estimated by its comparative products. 

Hickok discussed the industrial classes in the concluding section of 
Moral Science under the title of “The Duties of Servants,” both vol- 
untary and involuntary. The former, including hired servants, bound 
servants, and indentured apprentices, were persons held to service by 
consent and thus by contract. The contract was the entire ground of 
claims on either side. Slavery was involuntary servitude, and Hickok 
treated it in a manner satisfying to the many southern students that 
attended Union College. 

The poor will exist at all times because of misfortune, sickness, and 
vice, he declared. The state “should so legislate for the poor as to dis- 
courage idleness and vice.” Furthermore, since the poor are not 
merely the propertyless, but all those in want, the rich may in many 
cases be far poorer. They may have more distressing wants than those 
who beg from door to door. 

At a somewhat lower level, and consequently more popular, were 
the able treatises of the Reverend Joseph Haven, professor of mental 
and moral philosophy at Amherst College and later professor of sys- 
tematic theology at the Chicago Theological Seminary. Daniel Web- 
ster was his idol. He praised Webster’s opposition to the “high- 
handed” financial measures of the Jackson Administration and the 
Van Buren dynasty. Webster, by his famous seventh of March speech 
in favor of the Compromise of 1850, including the Fugitive Slave 
Law, was trying to save the Union, Haven declared; but for his pains 
he was returned home “with impaired health and a heavy heart, neg- 
lected and dishonoured by his ungrateful country.” Webster’s laxity 
in paying his debts, though it presumably violated the accepted mor- 
als laid down by Haven, was to be excused on the ground that “the all- 
powerful dollar was not to him . . . the greatest good, nor the chief 


end of manupon... earth.” 15 
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Haven’s Mental Philosophy followed a familiar pattern. Man is the 
puppet of circumstances, which impress their influence upon him by 
way of pleasure and pain. Thus the “‘self-regarding” passions are the 
motive power to action. The basic desire is for happiness or self-love, 
which has its “foundation in the constitution of the mind and which 
is characteristic of reason and intelligence.” The greatest pleasure of 
man is to exert power—that is, to “control the actions of his fellow 
man and bend the will of others to his own.” This desire for power 
takes the form of a “desire for superiority,” otherwise known as “the 
principle of emulation.” Today this superiority is attainable princi- 
pally by the “possession of wealth. . . . This, as the world goes, is 
the key that unlocks, the sceptre that controls, all things. . . . No 
wonder that he who desires power should desire that which is one 
of the chief avenues and means to the attainment of power, and that 
what is valued, at first, rather as an instrument than as an end, should 
presently come to be regarded and valued for its own sake.” 

In his textbook, Moral Philosophy, Haven stated: The general con- 
sciousness reveals “that the desire to possess, to appropriate,” is a 
native principle of the mind. “Man has not only the right to life and 
liberty, but also to property, or the possession and enjoyment of 
whatever he may, by his own industry or good fortune, or the gift 
of others, have honestly acquired.” Labor constitutes the right of 
property. Should it be objected that “we possess many things which 
we call property, on which we have not bestowed labour—many 
values which we have not ourselves created, as for example, property, 
inherited or bequeathed, I reply, these values were originally created 
by labour; they became the property of the original owner in that 
way, and the right of possession has been conferred by him on the 
present possessor.” Therefore, the rich man has “a claim and a right 
to all that he calls his.” 

The merchant’s honesty consists in selling at the market price. 
Deception is selling above the price in all markets. Thus Haven could 
see no dishonesty in a merchant’s buying up and monopolizing an 
article in order to raise its price. The transaction is free and open, he 
said. The article is offered at what is for the time the market value— 
that is, it cannot at the moment be obtained for less in the markets. 

The state has the duty of encouraging every branch of honest in- 
dustry, every pursuit which is not clearly incompatible with the 
public welfare; but it should “never interfere with private enterprise” 


77 a se re we oe 


THE HIGHER LEARNING: 1829-1861 705 


nor deny the right of any individual to labor at any profession he 
chooses. 

_ He was aghast at Hickok’s view that the state is the supreme and 
ultimate proprietor. Such a view, he felt, might lead to merging all 
individual rights and liberty into rights of the state. So Haven re- 
stated the argument, stripped of German metaphysics. In reality, the 
state enforces no rights to property which would not have existed in 
the absence of a state. It confirms existing rights, regulates the sales 
and transfer of property, inquires into the validity of contracts and 
enforces them, but it “is merely a social organization” for the purpose 
of more effectively maintaining the rights and liberties of the whole 
body of individual citizens; “in other words, the public good.” 

But the public good is threatened by the despotism of a turbulent 
democracy. He pointed to ancient Athens, where in spite of Solon’s 
salutary checks on the unrestrained liberty of the mass, including re- 
stricting office to men of wealth and establishing courts and a senate, 
“the popular will triumphed over all restraints of constitutional law,” 
and a military despotism resulted. 

Typical of the general run of teachers of moral and mental philos- 
ophy was the Reverend Lyman Atwater, professor of metaphysics 
and moral philosophy at the College of New Jersey and author of a 
widely used textbook on logic. “Civil government, the family, tenure 
of property,” are “great ordinances of God for the social regulation of 
man.” True progress must be based not upon skepticism, but on stabil- 
ity. “Women’s rights” would reduce society to heathenism and bar- 
baric degradation. As so many did, he traced disturbing ideas to the 
atheistical French Revolution, but said De Tocqueville’s Democracy 
in America is the antidote to those “striving to leaven the Christian re- 
publicanism of America with an infusion of European socialism and 
red republicanism and to retouch the Christianity” which has been 
the glory and defense of our institutions “with the chameleon hues 
of German transcendentalism.” ** 

Atwater was especially disturbed because businessmen paid so little 
attention to the Bible. Few appreciate the great increase in mercantile 
business and power in recent years with the advance of civilization. 
Bankers have become the potentates of the land and the Exchange, as 
in England, is “the real seat of empire.” Government depends on 
bankers for the sinews of war, aggrandizement, and internal improve- 
ments and goes to Wall Street to turn its obligations into money. Wall 
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Street supplies the funds for the great corporations such as railroads. 
These corporations are more potent than any legislation. Their power 
is immense and ubiquitous. They justly claim pre-eminence, for their 
lower costs of production have increased output and commerce. 

Another great factor in increasing trade and commerce is the great 
increase in population through immigration as well as natural growth. 
Immigrants create the fortunes of the merchant princes, perform the 
menial services, and increase the producers and consumers. The great- 
est stimulus is the gold discoveries which supply the necessary in- 
erease in the medium and, by raising prices, give vigor to the other 
causes of this unexampled commercial activity and prosperity. 

But the growth of business has created some dangers. It has meant 
the growth of poverty alongside of wealth. Since wealth is acquired 
by the skillful use of the labor of the poor, the growth of cities and 
opulent capitalists has meant a greater increase in the dependent class, 
which lives solely on its daily labor. Poverty increases side by side 
with great wealth because, tempted to vice and lust, “the lower class 
tend towards savage and even bestial debasement. . . . The avenues 
adorned with lines of palaces which dazzle us by their splendour, and 
confound us in view of the unmeasured affluence of which they are 
the symbols” are only a moment’s walk from the shanties and caverns 
where starvation, pestilence, infidelity, heathenism, drunkenness, de- 
bauchery, and crime “make a hell on earth.” 

The Christian merchants must therefore engage in an extensive 
scheme of home missions to preach the gospel effectively to “the poor, 
the degraded and the outcast” if society is not to be destroyed by the 
eruptions of the barbarian hordes within. The case is complicated by 
the fact that the lower strata of the city populations are mostly for- 
eigners who are either bigoted papists or infidels and socialists. 

Atwater noted that modern business with its fierce competition 
leads to fraud, slander, and false measures on an increasing scale; but 
a worse effect is that merchants neglect attending church services on 
the Sabbath even though they are “guiltless of the infidelity of not 
taking care of their own.” The greatest evil is that the growth of 
large establishments results in leaving the apprentices and clerks to 
live by themselves instead of in the homes of their superiors where 
they could be properly reared. Merchants’ neglect of this stewardship 
is reprehensible because from “this most interesting class” will come 
the future merchant princes, in whom is bound up the most precious 
interests of society and the church.’7 
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In the South textbooks with substantially the same views were used. 
But as the northern works continued to view slavery as a necessary 
evil and not an absolute blessing, southerners began to prepare their 
Own treatises. 

Economics was still somewhat suspect because of its “materialistic” 
tendencies, but even the churches began to realize the need of greater 
spreading of sound teaching of economics for the people and future 
ministers in the problems of population and poor relief. This was 
partly due to the example of the Reverend Thomas Chalmers in Scot- 
land, who while professor of divinity at the University of Edinburgh, 
lectured his students on economics and emphasized that the ills of the 
poor are not due to the avarice of the landlords, but to their excessive 
numbers. Embodied in a textbook, these lectures found favor among 
_ economists and the clergy in America as well as in the United King- 
dom. The Annual, issued by the Presbyterian Church of the United 
States for Presbyterian students in 1835, contained a similar discussion 
under the title of “Moral Relations of Political Economy.” Sunday 
School unions distributed tracts on “sound” economics for the in- 
dustrious poor which were reminiscent of Franklin’s Poor Richard. 

The turmoil over the tariff, the bank, and related issues created a 
great interest in economics, especially during Jackson’s reign. Bryant 
read the standard works to be better equipped to fight for the cause 
of Jackson, free trade, and sound money in the press and on the plat- 
form. Men in every field of inquiry wrote, lectured, and debated on 
economic issues. Lectures on economics were given before all types 
of organizations of respectable citizens. McVickar chose economics 
to start his extension lectures at Columbia in 1831 rather than any 
other subject, because, he said, “it is one on which much practical 
ignorance prevails in the community which is a serious evil when we 
consider that many and important duties of a citizen require a knowl- 
edge of it.” 

Orators at college literary societies praised its virtues. “The burden 
of its exposition is the complex harmonies of the association of men,” 
thundered an orator before the Belles Lettres and Union Philosoph- 
ical Societies of Dickinson College. Older works on the subject deal 
primarily with nomenclature, he said; recent speculation concerns 
itself more with the equally important aspect of inferring “principles 
of sound prudential and lucrative policy. It is the associate of the 
moral science of Government.” 18 

Academies throughout the country began teaching the subject. 
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More colleges specified in their catalogues and announcements that 
economics was being taught. Interest in the subject became so wide- 
spread that a controversy occurred in Raguet’s Banner of the Consti- 
tution as to who first taught economics in the American colleges. 
Thomas Cooper claimed that he did, but anonymous “New Yorker” 
claimed the honor for John McVickar.!® The honor was at best 
formal, for not only had economics always been taught in the course 
on moral philosophy everywhere, but also nowhere was much time 
given to it. 

Where the subject was not taught by the professor of moral philos- 
ophy it was taught by men who considered their other courses, and 
they might be anything, more important. In some institutions a 
separate chair of history and political economy was established, but 
the “history” part, which included politics, was considered the really 
worth-while subject. At others, as at Marietta College, Ohio, there 
was a chair of “Rhetoric and Political Economy,” and this generally 
meant that whatever accomplishments the incumbent possessed were 
in the realm of oratory and belles lettres, and not in the social sciences. 

The academies and the respectable lay world were on the lookout 
for a text in economics that would teach youth and the “working- 
man” the sound truth of the present order. 

Jane Marcet published a second book, this time for workingmen, 
under the title of John Hopkins’s Notions on Political Economy 
(1833). It recetved some attention here, but the work by another 
Englishwoman caught the popular fancy. This was Harriet Marti- 
neau’s Illustrations of Political Economy (1832-1834), in which the 
orthodox principles were illustrated by romantic tales of fiction. 
“Even the apostles of orthodox political economy like John Stuart 
Mill shivered as they watched Harriet translating each article of the 
Ricardian creed into terms of human experience with a fidelity that 
they found embarrassing,” a biographer wrote. Mill was “obliged to 
agree that the Tales carried the doctrine [of laissez faire] to ridicu- 
lous lengths.” ?° 

But the //Justrations made Harriet Martineau a celebrity in America 
as well as in Europe. Her tour of America in 1834-1835 was a grand 
triumph until she associated with abolitionists and denounced slavery. 
Her support of the abolitionists and her castigations of the “aristo- 
cratic spirit” of Harvard in her Society in America hardly increased 
her personal popularity among the respectable, but her /Justrations 
continued to enjoy a tremendous vogue. 
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Whatever the disagreements among the “schools” of economics, 
there was a concrete premise accepted by all. As the article on polit- 
ical economy in the Encyclopedia Americana put it: “All writers 
agree in the doctrine that security of property is essential to the ac- 
cumulation of the products of labour—that is, wealth, for no one 
will save what he has no reasonable assurance that he shall enjoy; and 
it is also agreed by all that accumulation . . . is necessary to the 
productiveness of labour.” 

Gulian Verplanck was still busy trying to “sell” Ricardo to the 
practical businessmen and those aspiring to be merchants. While a 
member of Congress he informed the Mercantile Library Association 
of New York in 1831 that he was deeply indebted to Ricardo for “the 
discipline and improvement” of his own mind. “The English banker 
in hours borrowed from the turmoil of the Exchange and the stock 
market” was the first to give to political economy the precision and 
certainty of a science. Possessing great talent for philosophical ab- 
straction and bold logic, he deduced the principles of value and ex- 
change which, superficially contradicting particular facts of experi- 
ence, appeared “to the careless or prejudiced reasoner” as paradoxes 
or palpable errors. But when those general laws and abstract principles 
“are correctly applied to the actual affairs of life,” then we “acknowl- 
edge in Ricardo the true union of the sagacious man of business and 
the profound philosopher.” His works always lead to the most prac- 
tical conclusions. “They have formed a new era in the science of en- 
lightened political administration and . . . Ricardo is destined to be 
the guide and instructor of future statesmen, and the legislator of all 
well-governed nations.” When the government, the capitalists, and 
the talent of Great Britain deceived themselves and the people on the 
depreciation of bank paper during the suspension of specie payments, 
it was Ricardo who dissipated that delusion by the clear evidence of 
reason and fact, proved the mischief it was producing, and pointed 
out the remedy.”? But elsewhere at the time, Verplanck was de- 
fending the Bank of the United States, so he did not mention that 
Ricardo objécted to the Bank of England and that his objections ap- 
plied to the Bank of the United States to a greater degree. 

Protectionists, of course, were always carrying on a running battle 
against Ricardo and incidentally misinterpreting him in the process. 
Oliver Putnam, the Boston industrialist and patron of charity schools 
for the poor, asserted in his Tracts on Sundry Topics of Political 
Economy (1834) that Ricardo’s doctrine that profits come after 
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wages is the reverse of the truth. A tariff, by increasing demand and 
thus raising prices, increases profits. This in turn increases the demand 
for labor, and: thereby raises wages and makes for a more equal dis- 
tribution of wealth. 

Even Adam Smith came under deep suspicion. Richard Hildreth, 
in his Theory of Politics (1853), traced the socialist demand in 
Europe for an equalization of wealth to “the mistaken but famous 
dogma of Adam Smith that labour is the sole source of wealth.” 

As the period closed, the great authority was no longer Adam 
Smith or Ricardo, but John Stuart Mill. His Principles of Political 
Economy, With Some of Their Applications to Social Philosophy was 
reprinted in the United States immediately after its appearance in 
England in 1848 and received enthusiastic praise. As an up-to-date 
edition of The Wealth of Nations it became the standard authority. 
Its lucid style and “ethical flavour” made it acceptable to many who 
found Ricardo dry and abstruse. The “practical applications” were 
sufficiently vague to make them authoritative to respectable people 
on different sides of raging questions. Though Mill was a free-trader 
in principle, he allowed enough exceptions to satisfy any protection- 
ist who wanted to claim the authority of “theorists,” and his views on 
monetary questions were sufficiently broad to include both the quan- 
tity theory of money and grave doubts as to the Banking Act of 1844 
which severely limited the Bank of England’s note issue in excess of its 
specie holdings. 

Its great disadvantage as a.text was its size. The eminently respect- 
able Reverend Leonard Bacon wrote in the New Englander in 1849 
that, if Mill’s treatise seems too voluminous to be used as a class book, 
“Gt should nevertheless be studied by the teacher; and its rich stores 
of historical and statistical illustration should be largely employed in 
the discussion of those questions which must be discussed in the proc- 
ess of teaching.” *” 

Even the critics of Mill agreed in the last analysis with his underly- 
ing social philosophy. Samuel Osgood, in a review in the Christian 
Examiner, said that the chief value of political economy has hereto- 
fore been negative rather than positive. It has imposed a powerful 
check on the error of undue interference with the production and 
exchange of wealth alike by its historical lessons, its ample statistics, 
and its close reasoning. 

It expects more from opening free paths to individual enterprise 
than from attempting to adjust the interests of labor by legislative 
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control, and looks primarily to the general culture of the people as 
the means of their social elevation. As Mill said in his Logic, it has 
chiefly busied itself with the statics and neglected the dynamics of 
society. It has discussed existing tendencies rather than pointed out 
the needed power. But “what forms industrial improvement is ul- 
timately to take we do not profess to decide. We cannot hope for the 
discovery of any social mechanism so perfect as to regenerate man and 
society by an ingenious apparatus of circumstances.” Still, since the 
United States is “‘a land of boundless opportunities,” Osgood felt that 
“we may hope and strive for the best.” 28 

But few doubted that as America grew older she would take on the 
characteristic form of the great European nations. Said ‘American 
Citizen” in his An Essay Upon the Principles of Political Economy: 
Designed as a Manual for Practical Men (New York, 1837): “In old 
and thickly peopled countries, ordinary or day labourers can obtain 
but little if any more for their service, than their support.” And this 
will occur in the United States as the country advances and the pro- 
prietors and workers of the land become two distinct classes. 

No one seriously questioned that political economy was the science 
of a “free and commercial people, and accordingly it was in England, 
then the freest of commercial states, that it was first intelligently dis- 
cussed.” ** But though American writers and teachers might continue 
to venerate the great English authorities, even as they often criticized 
them, still their own productions bore the stamp of their own specific 
approaches to the issues of the American scene. 


There was considerable interest in the allied subject of statistics, 
especially after President Van Buren suggested in 1839 that the census 
of 1840 might be extended by causing it to embrace authentic statisti- 
cal returns of the great interests necessarily affected by the legislation 
of Congress. 

Archibald Russell at this time published his Principles of Statistical 
Inquiry for the proposed census. If any science ought to be inductive, 
he wrote, it is economics. But, predicated upon false and insufficient 
data, it has only fallen into disrepute. If political economy asa science 
is to regain its position, it must be by laying a more solid and sure 
foundation and by raising the superstructure of theory “upon a basis 
of facts ‘not drawn from the imagination’,” but from patient statistical 


investigation. 
However advanced we may appear in promoting the physical com- 
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forts of all classes of the community, the details of our present social 
organization are utterly unknown, and the writers in another century 
who wish to draw an accurate picture of our present conditions must 
pursue the same means as we must at present use in depicting the man- 
ners of the eighteenth century. We have no facilities for estimating 
the effects which the increased civilization of the world has had upon 
the minds, the longevity, the social happiness, or domestic habits of 
our race. Since we are ourselves utterly ignorant of the present con- 
dition of the country, we cannot anticipate that posterity will be bet- 
ter informed. 

“The subject of statistical inquiry is not abstruse” and difficult of 
comprehension; any man competent to transmit the most ordinary 
affairs of life may be an efficient agent to obtain the data. The only 
important qualification is that he be an honest man. 

The census of 1840 was so full of errors that the recently organized 
American Statistical Association of Boston felt that the whole work 
should be thrown out. Yet even its concern was primarily with er- 
rors in “nosology” (disease) and education, such as the scandalous 
underrating of lunatic paupers and the overrating of the number of 
colleges and students. 

But for the first time a census included some returns on industry. 
Though the information asked was little enough, the opposition was 
considerable. Counties in some southern states refused to make re- 
turns. A leading journal asked, “Is this Federal prying into the do- 
mestic economy of a people a precursor to direct taxes? Is nothing to 
escape its inquisitions or its tax gatherers? Is it worthy. of the dignity 
and high functions of the Federal Government to pursue such petty 
investigation?” Except for the determined effort of statisticians 
throughout the country, these so “minute and objectionable investi- 
gations” would have been dropped from the census of 1850.75 

Opinion of the census of 1850 was summed up in Senator Ham- 
mond’s reference to “the trashy census books.” ** Despite constant de- 
mands that the census be a permanent enterprise, it continued to be a 
temporary affair every ten years. 

Of course, there was no end of demands for more and better statis- 
tical data for specific partisan ends. A southern commercial conven- 
tion in 1839 interested in raising the price of cotton adopted a resolu- 
tion favoring an annual gathering of information on the cotton crops 
of the United States and set up a committee to prepare a plan for do- 
ing so.*7 
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In South Carolina a legislative committee called on the state to es- 
tablish a bureau of statistics to develop the state’s resources. Agricul- 
ture, reasoned the committee, is the basis of our social Fabtie but 
agriculture i in the scale of civilization is only once removed from the 
hunter state of the savage, while commerce, manufactures, and me- 
chanical arts are the offspring of a high state of civilization. Since we 
do not know at which points we are really strong or weak, a bureau of 
statistics to collect information would be extremely useful.?® 

In 1851 “Farmer” complained in the Merchants’ Magazine that re- 
liable data appears to be of the least possible consequence to the busi- 
nessmen of the country. Otherwise political facts and figures and 
political economy would be investigated with greater attention and 
profit. The vast discrepancies in bie estimates by government and 
individuals as to the value of the productive industry are fantastic. 
Surely they cannot all be right in their facts, to say nothing of their 
conflicting theories. “It is time the humbugs in statistics were ex- 
ploded, if we are ever to place the science of Political Economy on an 
enduring basis. Politicians have made a packhorse of this most useful 
study long enough.” ** 


CJS LUIGI VOW 


The Northern Free-Traders 


THE REVEREND JOHN MC VICKAR: WHIG RICARDIAN 


HE great free-trade tradition was still, at least formally, the 

most prevalent in colleges and in respectable circles. At 

Columbia University McVickar still saw to it that the stu- 

dents thoroughly absorbed Ricardo and free trade, but as usual it 

was a brand of Ricardianism that Ricardo would hardly have rec- 

ognized as his own, judging from what the students faithfully took 

ane in their notebooks. Ricardo, it turned out, was sounder than 

Adam Smith because Smith failed to see the economic universe as 
one great harmony. 

This was the way McVickar handled rent as reported in a student’s 


notebook: 
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Smith: It has been maintained by Smith that “Rent is the payment de- 
manded by the Landlord, in return for his Monopoly Right.” 

Ricardo: On the other hand, Ricardo maintained that “Rent grows up 
with, and arises from the Wants of Society.” 

Decision: Ricardo is without doubt Right. 


Another example was “The Relation between Capital and Labour.” 


Smith: “Capital and Labour are distinct and opposed in their nature and 
laws.” 

Ricardo: Capital is only Reserved or Dead Labour. 

Decision: The Analysis of Ricardo is Correct. Capital is only Reserved 
Labour. 


The “Nature and Origin of a Glut in Market” was explained as 
follows: : 


The fact is daily seen, that whenever the price of an article falls below 
its remunerating Value, there is at once a Glut. 


The Cause of Glut 

Smith says there is too much raised of it. And this appears conclusive. 

Here again Ricardo says Smith had looked only on one side. The Demand 
of Society is unbounded for everything. The cause of Glut only a 
misdirected production, not too much. If, therefore, all production 
advanced equally there would be no Glut. 

Decision: The latter speaks true, but the truth is Metaphysical more than 
practical.t 


The classroom, as before, absorbed relatively little of McVickar’s _ 
energies, though he taught a host of subjects from English composi- 
tion to the evidences of revealed religion. As chaplain at Governor’s 
Island, superintendent of the Society for the Promoting of Religion 
and Learning, and a trustee of at least ten religious organizations, he 
had opportunities of which he took full advantage to expound sound 
economics. He even reached out to the lay public not only with 
publications, but also with a series of public lectures on political econ- 
omy in Columbia’s new program of extension courses in the hectic 
year of 1830. 

Here as elsewhere he sought to inculcate those principles he 
thought would make for pecuniary success and safeguard prevailing 
institutions. McVickar maintained in the introductory lecture that 
economics has many moral recommendations, for it demonstrates to 
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ignorant and vicious man that there is no easy short-cut to wealth. 
Observation and experience testify that the “turbulent agitator, 

and the candidates for prisons and penitentiaries” are found among 
those who never engaged in the steady pursuit of wealth and do not 
realize its pleasures. he savage ceases to be savage as soon as the hon- 
est acquisition of wealth becomes a motive. Therefore the knowledge 
that facilitates the acquisition of wealth and guards against its loss is 
a moral science, and of use to all classes from laborer to banker. 

Economics as a science is attached to no party, for it “demonstrates 
the mutual and indivisible interest of all classes.” In the diffusion of 
economics lies the safety of the nation’s institutions. It leads to the 
increase of educated and independent politicians and citizens. Upon 
the extension and influence of this neutral educated class rests the 
future safety of the country, with the growth of universal suffrage. 
In European monarchies such a class is unnecessary because old opin- 
ions and hereditary aristocracy provide a balance. But in the United 
States danger is intensified by “the dark machinations of many who 
have imported with them from abroad the bitterness and malignity 
with which they have there learned to regard not only power and 
wealth, but religion and moral discipline and the institution of mar- 
riage, and the sacredness of property, and whatever else . . . which 
gives to society its safety, its dignity, and its comfort.” 

In the preface to the English edition of the lecture, which appeared 
at the time that the English commercial classes were struggling to 
extend the franchise, Vie Vielen was more direct on this point. The 
lecture will be of use “at the present critical moment in England,” 
he declared, because “it may serve to moderate the hasty zeal of its 
theoretic reformers to find, that there are governments where the 
evils, felt or dreaded, arise from the very opposite quarter to that 
which here excites all their fears.” He pointed to the monstrous 
proposition of the Senate of South Carolina that $100,000,000 paper 
money be issued as a national currency as a means of equalizing the 
exchanges. 

McVickar’s examples were in fact hardly illustrative of legislative 
favoritism for poor “agrarians” or workers, but they were useful in 
impressing his respectable audience with the awful necessity of not 
tampering with existing financial institutions, especially the recharter- 
ing of the national bank. A knowledge of the science, he said, is 
also useful in solving other problems. For instance, could not peni- 
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tentiaries be a source of income, as they are in some states, instead 
of a source of debt? Could not poor relief be reduced by effective 
workhouses? 

Finally, since the viewpoint of economics is freedom of labor, 
enterprise, and capital to achieve the greatest national wealth, no 
field of enterprise should be discriminated against, least of all com- 
merce, declared McVickar. Going on facts “and finding from them 
all that tends to exalt, refine, and give comfort to man, growing up 
under the, patronage of commerce, and united within its bounds, I 
cannot but reverence the claims of commerce as something holy.” It 
would “ill become the son of a merchant” and a native New Yorker 
to speak lightly of that which is the basis of her prosperity, he added.’ 

In the height of the Jacksonian hard-money struggle in 1835, Mc- 
Vickar published a primer of ninety small pages for the primary and 
common schools, called First Lessons in Political Economy. The 
book sold for twenty-five cents and went through numerous print- 
ings. There was even a Chinese edition. 

The fundamental principles of political economy, McVickar de- 
clared, are after all simple truisms which a child in the nursery can 
understand. Like his earlier treatise, it was built around an English. 
text. This time it was Archbishop Richard Whately’s Easy Lessons on 
Money Matters which that good English Episcopal clergyman had 
prepared for Sunday Schools. McVickar felt that mere republication 
would not do. Aristocratic though McVickar might be, he could 
hardly expect the mass to think well of such statements in the original 
as: “Of course [it was] not expected that #zany poor men should be-_ 
come rich.” But McVickar did retain the whole of Whately’s first 
lesson on the great advantages of money, and much of the remaining 
lessons. 

There was even a lesson on value and one on price. The young- 
sters were told that value is determined for most products by cost 
of production, and for the others by scarcity. They were warned of 
the reduction of wealth that must result from attempts by law to 
equalize distribution of wealth or to check individual accumulation 
of wealth. A lesson was devoted to the inequity of redistributing 
land. Redistribution, he wrote, would weaken men’s incentives to 
work and save, and thus the capital for employing would be reduced. 

The professional classes are not in the category of unproductive 
labor, as Smith claimed, McVickar reiterated. Without lawyers there 
could be no law; and if there were no law, then fences would be 
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broken down and no one would work. Without clergymen, men 
would be ignorant and wicked, less honest, diligent, and sober. 

The poor man, if he is virtuous, industrious, and economical, is 
just as happy as the richest man in the country, and almost as inde- 
pendent; he wants only health, which God alone can give him, and 
the means of work, which in “our country are not often wanting to 
any man who wishes it.” Therefore government should aid only the 
sick, aged, and infirm. For the others private relief is better, for the 
same money will go further. Since the poor have no right to claim re- 
lief from individuals, the evil of the poor laws would be avoided. 
Finally, private relief binds together rich and poor and makes them 
who have the means better Christians by leading them to follow their 
Saviour’s blessed example “of going about doing good.” 

While the Democrats remained in power in the thirties, Mc Vickar 
refrained from any detailed discussion in print of a plan for a na- 
tional bank. Writing anonymously in the Whig New York Review, 
he said that he would present his proposals for a national bank at an 
appropriate time, though he did say that no actions of the bank 
justified the “ruthless war” Jackson waged against it. Instead, for 
the time being, McVickar sought to inculcate in the public mind 
the necessity of proper banks and especially his “free-banking” views. 

The national prosperity hinges upon banks, he said. Being func- 
tions of credit, banks grow up with the advance of a freely expanding 
currency. They could no more be eliminated when society has come 
to the stage that demands them, than could any other form of labor- 
saving machinery. The question of banks is settled; the day of hard 
money and no credit is gone beyond recall. 

But any participation in bank management by the government is 
pernicious, for the only good bank is a commercial bank uncon- 
taminated by the government’s multifarious interests and objects, 
personal, political, and financial. 

The passage of the New York Free Banking Act in 1838, which 
he advocated, led to a flood of “broken” banks. But McVickar de- 
clared that the Act contained sound principles unsoundly carried out, 
»ecause bonds and mortgages, not being convertible at will, were 
ot true security for bank notes. “Nothing but market stocks, con- 
rertible and unquestionable,” can achieve the true end of the Act. 
The incidental evils could be remedied by national regulations in 
he form of a national bank. In this country of many legislatures, a 
yational bank alone can neutralize all the dangerous and false bank- 
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ing schemes of the states and make bank notes throughout the coun- 
try the safe counters of wealth.’ 

Immediately after the election of Harrison in 1840, McVickar re- 
deemed his pledge to publish his plan of a national bank. He first 
vigorously defended the political activities of the second Bank of the 
United States. He granted that the bank had played politics and 
wielded pressure against the Administration for refusing to renew 
the charter. But the bank was driven to its tactics by the Administra- 
tion, which was depriving the country of a needed instrument. 

The bank’s strength, which was almost sufficient to overthrow the 
Administration, was not the “strength of legal incorporation but . . . 
of a national want.” If this had not been true, the bank, as a bank, 
would have fallen powerless. The party that rallied to it was not its 
party, but the country’s, as events have shown. The Administration 
had no right to refuse a charter, and the bank was “entitled by right, 
too, in practice to fight to the last for its and the country’s rights.” 
The subsequent activities of the bank as the Bank of the United States 
of Pennsylvania should not be considered. But all such maneuvering 
by Biddle and the bank proves the direct reverse of what political 
prejudice “or childish fears would draw from it, namely, its meces- 
sity. Its tenacity of life is but the test of the value of its life to the 
country, and a proof that the nation would not willingly let it die.” 

A national bank is essential as a fiscal agent of the government, as 
“a regulator of the currency and as an engine for equalizing both 
foreign and domestic exchanges. It alone can check the state banks, 
and the national bank is checked not capriciously but necessarily by 
that which is and should be the final regulation of all monetary in- 
stitutions, the state of our international exchange.” 

The constitutionality of the Bank of the United States was con- 
clusively “proven” by Hamilton with his doctrine of the sovereignty 
of the federal government—namely, that “every power vested in 
government is in its nature sovereign, and includes a right to employ 
all the means requisite . . . to the attainment of the ends of such 
power.” But McVickar was careful to add what he called Hamilton’s 
“guarding clause”’—that the government cannot do what it is pre- 
cluded from doing “by restrictions and exceptions specified in the 
Constitution, or not immoral, or not contrary to the essential ends of 
political society.” 

The scheme outlined by McVickar was for a banker’s bank. The 
national bank would have the sole power of issuing notes; to the 
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local banks would be left the safer and rightful business of banks— 
discount and deposit—and circulation of the national bank’s paper. 
Letting the national bank issue the notes would be profitable to all 
good banks because the national bank would lend the notes at 2 or 3 
per cent interest to the local banks. It could do this because the paper 
costs little, and the banks would avoid all the losses of plate-making, 
forgery, etc. It would perform the function of regulating both do- 
mestic and foreign exchange, by buying and selling bills, its only 
legitimate trade. To prevent conflicts between the national bank as 
issuer of currency and as regulator of currency, distinct boards would 
be established. The central bank, as the governing body, would sim- 
ply have the power of regulating, and the branches with their local 
boards would have the whole task of individual distribution by the 
discount of commercial paper. 

Dividends should be limited to 5 or 6 per cent, and the surplus dis- 
tributed among the states. Finally, the governing boards should not 
be in Philadelphia, but in “the city of banks, namely in Wall Street, 
New York,” because there the currency of the country is regulated, 
there the extremes of domestic and foreign exchange meet.* 

The “repudiation” of the guaranteed bonds by thie affected states 
brought down McVickar’s Saraki Refusal to meet punctually and 
fully all obligations constitutes infidelity and shows that religious 
principles ee not exercised their influence. Should this policy be- 
come popular, no loan could be obtained from Europe, and not only 
would the country’s great progress in education and material wealth 
be retarded, but a decline would occur. This spirit of default, which 
would nullify contracts and wipe out debts with a sponge, is due 
to “reckless democracy.” It is, in fact, a foreign importation brought 
by distressed, impoverished, criminal Europeans, who swell in the 
Atlantic cities their large proportion of “unruly and unprincipled 
characters. . . . This pdisonous leaven of mischief in our free in- 
stitutions is, in short, the spirit of Jacobinism from the Old World. 

. It is the spawn of atheism, socialism, and chartism, to which in- 
deed we have too readily furnished a ‘nidus.’” It was “begotten and 
bred not here, in the pure air of equal rights and the bright sunshine 
of universal comfort, but in the putrid air” of despotic Europe. To 
“their rabid hostility to all firm and settled principles, divine or 
human,” and to the “base servility of the present dominant [Demo- 
cratic] party, that has received them as a make-weight into its falter- 
ing ranks, . . . we owe this stain upon our hitherto stainless shield.” * 
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McVickar had troubles of a more personal sort. He had speculated 


in New York City and western lands, apparently on the basis of | 


Ricardo’s teachings. His speculative losses caused him to write, when 
closing his account book in 1845: “I am glad to be able to close my 
eyes, not, I trust, my penitential thoughts, on this long arrear of 
worldliness and grasping desire of Wealtle by transferring to a new 
book the few accounts that yet remain unsettled. The most of them, 
after tantalizing for a while with a restless show of profit, terminated 
in disappointment and some in law suits. All the sorrows of my life 
from all other causes have not, I think, equaled those from this single 
source, namely, the speculative purchases into which I was led by 
persuasion, or perhaps self-prompted, in the years 1835, 1836, and 
1837; as I verily believe they have brought upon me deeper guilt 
than any or all other temptations united. God be thanked that I have 
survived the shock, the trial, and the disgrace, and that a remnant of 
days is yet spared me, with an humbler mind and higher hopes, and 
that God has at length called me to a spiritual charge wherein I may 
show the sincerity of my faith and repentance. Through Christ may 
that call be blessed to me and those to whom I minister. Amen. So 
be it.” § 


In 1857, when McVickar was seventy, most of the subjects which 
he had taught were transferred to three new chairs: moral and in- 
tellectual philosophy, ancient and modern literature, and history and 
political science, which included political economy. McVickar was 
left with the “Evidences of Religion, Natural and Revealed.” Eco- 
nomics, he could feel, would be in “safe hands” because the subject 
was turned over to a man who had substantially the same views as 
McVickar—Francis Lieber. 


WILLIAM BEACH LAWRENCE: DISCIPLE OF BENTHAM 


Spreading the free-trade Ricardian faith was McVickar’s former 
student, William Beach Lawrence (1800-1881).7 The politics of the 
two men were somewhat different. Mc Vickar remained an unrecon- 
structed Federalist, but Lawrence’s family was Republican, and 
Lawrence never ceased to speak of Jefferson as his “political school- 
master.” These formal political differences, however, did not lead to 
any substantial differences in concrete economic policy. 

Lawrence, like McVickar, came of wealthy parents who were 
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prominent socially and politically. His father, Isaac Lawrence, was 
a rich landowner who, after retiring from the active life of a mer- 
chant, became president of the New York branch of the second Bank 
of the United States, a position “regarded as the most honourable 
distinction that could be conferred on a retired merchant.” 

Young Lawrence attended Columbia, where he fully imbibed 
McVickar’s teachings. His family intended him for public service, 
and since such a career lay through the law, after graduating in 
1818, Lawrence began the study of law, first in the office of the lead- 
ing New York commercial lawyer and then at the famous law school 
at Litchfield, Connecticut, conducted by two ardent Federalists, 
Tapping Reeve and James Gould. Then, in 1821, as was customary 
for a scion of the real aristocracy, he made the grand tour of Europe. 
In Paris he visited the Sorbonne and the school of law of the Uni- 
versity of Paris, where he attended Say’s lectures on political econ- 
omy. On returning two years later, he attended Kent’s lectures at 
Columbia. 

He soon plunged into the raging controversies of the day. His first 
public address, before the Academy of Fine Arts in 1825, praised 
free trade and commerce. Only in large cities, he said, were there in- 
dividual fortunes sufficient to patronize the arts. As one enthusiastic 
reviewer in the New York Review put it, he showed “the dependence 
of all liberal institutions upon the freedom and activity of com- 
merce.” Protectionism, Lawrence insisted, must not be taught in the 
colleges, for it is not true science, but a survival from medieval days. 
It holds that individual wealth is often national poverty and allows 
government interference with the natural laws of money, such as 
usury laws and debased money. 

He naturally devoted most of his articles to the problem of bank- 
ing. In this, as in all things, the voice of Ricardo, that “acute rea- 
soner,” must be followed, he asserted. But he followed Ricardo in 
much the same manner as he followed the “revered Jefferson.” Bank 
charters granted by specific acts of the legislature having led to cor- 
ruption and mismanagement, they should be abolished, and “free 
banking” allowed, he declared in 1825. The merchants do not need 
the wisdom of the legislature to tell them when they require an in- 
crease of banking capital any more than they need to be told by 
Congress whether they should buy foreign or domestic products. 

Free banking would eliminate the need for chartered banks in the 
western farming areas. Such banks have led only to unsuccessful 
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speculation among the farmers and the loss of their farm The bank 
companies, however, should not be subject to unlimited liability, as 
in England, because of the lack of great individual fortunes in the 
United States. The corporations’ having a fixed minimum’ capital 
would give to banking the responsibility which is now so woefully 
lacking. Similarly, the federal government should not too rapidly 
repay the public debt for which funds are already deposited with 
the Bank of the United States, because this would reduce the “ef- 
ficient capital” of the country. 

Lawrence was careful to state that his strictures against bank mo- 
nopolies did not include the Bank of the United States. This, he held, 
was a necessary national institution to help the government. And 
under a free-banking system, so long as the Bank of the United States 
exists with its immense capital, there should be no fear that bank notes 
not redeemable in specie will acquire a credit in the market or that 
the currency will be degraded by an extravagant increase of paper 
currency. As for Ricardo’s suggestion that the paper currency be 
issued by an independent government body and not by a private 
commercial bank such as the Bank of England or the Bank of the 
United States, Lawrence ruled it out on the old Hamiltonian 
grounds.® 

Lawrence enriched his knowledge of economics and politics while 
serving on Gallatin’s diplomatic staff in London in 1827-1828. He 
became intimate with the philosophical fountainhead of Ricardian 
speculation, Jeremy Bentham, and with his group of reformers, the 
“philosophical radicals,” then engaged in that struggle to reform the 
franchise that worried Mc Vickar. 

In an anonymous article in an English magazine, Lawrence at- 
tacked southern slavery, but in a manner that left little doubt that 
it was for the South alone to take positive action, if any. Lawrence 
wrote that the southern states have been lax in ameliorating the con- 
dition of the slaves. It is not fair to retort to the English that worse 
slavery exists in the British West Indies, for recrimination is unworthy 
of honest men. Slavery must be speedily eliminated, for it dishonors 
and degrades the American people. Many are sensible of the situa- 
tion, but of course there are many bars to abolishing slavery, “arising 
both from the rights of the proprietors and the condition of the 
blacks.” ? 

Lawrence hoped to be elected to Congress on returning to the 
United States. But the new Jackson Administration questioned his 
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accounts; and, what was more damaging, Jackson had begun his 
struggle with the Bank of the United States. Lawrence turned to 
law, .land speculation, and railroad promotion, especially interna- 
tional law and the Erie Railroad; but he still sought to inculcate sound 
Ricardian principles of government and economics through press and 
platform. 

McVickar, taking a leave of absence in 1830, had Lawrence sub- 
stitute for him in political economy. Lawrence devoted himself to 
demonstrating “the Ricardian theory” and sustaining the doctrine of 
free trade. The following year he repeated his lectures in substance 
before the Mercantile Library Association of New York, which was 
primarily for the benefit of clerks in mercantile houses. ‘‘Political 
economy gives the general rules to which all human laws ought to 
conform. ... The great principles of the Ricardian theory,297:°. 
are equally applicable to the laws of France, the ukases of Russia, the 
statutes of England, and the acts of the American Congress.” Citing 
from Robert Torrens, Lawrence said that the science proceeds on 
data furnished by observation and experience, while the conclusions 
to which it leads “are attained by a process of ratiocination self- 
evident in all its parts.” A proposition cannot be true in theory and 
wrong in practice. Differences can exist in application but not in 
method. The great attention paid to “commercial revulsions” by 
Ricardo’s disciples shows “the truly practical character of the sci- 
ence.” 

Proceeding upon the simple and undeniable proposition that na- 
tions are only collections of individuals and that individuals are 
guided by self-interest, the principles of political economy rest on a 
firmer foundation than any moral science. 

But the recent cold weather, Lawrence said, provides an example 
of the prevailing ignorance of the most ordinary topics of political 
economy. Coal dealers were called violent names for advancing their 
prices “‘so as to regulate them by the probably increased demand and 
diminished supply.” But this action was especially for the benefit of 
the poorer classes, since it induced economy of consumption and in- 
creased supplies from distant parts. 

Labor is the foundation of all value except in the case of rare ar- 
ticles, including land. Capital is the product of labor hoarded and 
accumulated out of consumption. In a stationary state, which is a 
“tranquil state of things,” wages could not fall below the minimum of 
subsistence. The return to capital depends inversely on the proportion 
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going to wages, but in new countries like the United States which 
have not yet reached the stationary state, both wages and profits are 
higher than in other places, whether computed in money prices or the 
command they afford over the comforts and necessities of life. The 
reverse is true in nations whose prosperity is declining. Since in the 
United States capital is increasing more rapidly than labor, wages are 
greater than mere subsistence. True, as Ricardo taught, the progress 
of society results in diminishing returns from the soil, and the 
capitalist suffers with every increase of rent, which is “the difference, 
or the value of the difference between the produce obtained from the 
capital first applied to the land and that . . . last applied.” However, 
this tendency is offset by the fact that the United States is a new 
country and under free trade the territorial division of labor results in 
cheap foodstuffs from abroad. 

In the United States the same individual is usually both farmer and 
landowner, but this makes no difference to the theory. The econo- 
mist considers interest or usury “for the use of a pecuniary capital” 
to be “the same in principle as receiving a rent for the occupation of 
a house.” 

The salutary restraint of a national bank is necessary to prevent 
the repetition of irredeemable paper money and an unsound currency 
system such as occurred after the end of the first Bank of the United 
States. 

The public should not impose contributions for undertakings 
which can be carried on by the resources and sagacity of individuals, 
because extravagance and carelessness are greatest where the responsi- 
bility of the agent to his employers is furthest removed. It was no 
slight argument against appropriations by government for such pur- 
poses as the Erie Canal, “that an association of our fellow citizens is, 
at this moment, preparing to propose to the legislature the application 
of the modern invention of railroads to the mule route between New 
York and Buffalo, and that the principal obstacle which they are 
likely to encounter arises from the vested interest of the state in its 
own canals.” 

Lawrence’s discussion of the tariff brought out his more general 
views on wages and capital. Since wages in America are much higher 
than their natural price, the reduction of the price of necessaries, 
through lowering the tariff, would directly benefit the poor. What 
they failed to secure would “increase the profit of the capitalist—the 
source . . . whence the funds for future employment are to be de- 
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rived.” Since the mechanics enjoy a monopoly of the home market, 
tariff reduction would not affect them. 

But reductions in the tariff could not be made immediately “with- 
out interfering with vested interests, created under the faith of laws 
which, however unwisely enacted, are entitled to respectful consid- 
erations. . . . Since human happiness is the end in view, and the 
acquisition of wealth only a means to its attainment, to disregard 
vested interests would be as inconsistent with the principles of Po- 
litical Economy as with the dictates of Justice.” 

One reviewer of the lectures in published form—Two Lectures on 
Political Economy—said that the “great discoveries” attributed to 
the “discriminating judgment of a Ricardo” by Lawrence, were 
“familiar to most readers of the newspapers.” 1° 

The issue to which Lawrence devoted most of his attention was 
naturally the struggle over rechartering of the Bank of the United 
States. Lawrence acted for Biddle in arranging for the subsidizing of 
various organs to publish articles or extracts from articles such as 
Gallatin’s.* At the same time, he himself prepared elaborate anony- 
mous defenses of the bank, beginning with an article in the North 
American Review in 1831 for which Biddle apparently made correc- 
tions in the proof.?” 

Lawrence began by asserting that the power of the United States 
Supreme Court to determine the constitutionality of state and con- 
gressional acts is the characteristic feature of “our federal institu- 
tions.” Since it declared the Bank Act valid, any further questioning 
of its constitutionality would subvert “our political system.” The 
only remaining question is the expediency of the bank, which would 
be quickly conceded if the Ricardian theory of value were under- 
stood. 

A government bank would issue excessive notes and would be » 
especially dangerous in times of financial embarrassment. Besides, a 
government bank would bring the evils of the patronage system. A 

rivate bank like the second Bank of the United States, through con- 
vertibility of its paper into the metals and the play of the foreign 
exchanges and exports of metal, issues paper to the amount of metallic 
money that would otherwise have been coined, and thereby prevents 
depreciation. The bank restrains the excessive issues of local institu- 
tions, thereby preventing excessive curtailment, which is frequently 
so devastating to commercial enterprise. According to the “enlight- 
ened” president of the bank, “the great object is to keep the State 
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banks within proper limits.” Sometimes it gives the banks a chance 
to turn around. But because of the ignorance of the principles of 
banking, the national bank at times has been unpopular in the West, 
where it was forced to curtail its operations in order to maintain the 
specie standard.** 

As the struggle reached the phase of the organization of the Whig 
Party to combine “nullifiers and nationals” against the “despotism” 
of Jackson, Lawrence gave an appropriate address in 1832 before the 
New York Historical Society, called The Origin and Nature of the 
Representative and Federative Institutions of the United States of 
America. 

In the address he traced the fundamental American institutions of 
security of person and property to the feudal institution of the fore- 
bears of the Anglo-Saxons in the German institutions. As long as 
Congress observes the spirit of the Constitution and “scrupulously 
abstains from imposing or continuing any unnecessary restrictions 
on the freedom of industry,” he said, the prevailing discontent will 
eventually yield to “considerations of enlightened patriotism.” The 
general government has the function solely of preventing external 
aggression and maintaining internal peace. The preservation of the 
powers of the states is necessary to prevent the greater evils of 
“tyranny and despotism, which would but too probably follow in 
the train of consolidation.” And again he hailed the Supreme Court 
as the keystone of the federal arch and declared that its decisions, in- 
cluding those in favor of the bank, were worthy of all admiration. 

When in 1834 the bank was charged with having brought about 
the prevailing distress to force recharter, Lawrence again came to its 
defense. In an article in Walsh’s American Quarterly Review 4 
packed with hardly relevant statistical data, he declared that over- 
trading, speculation was not a cause of the business distress although, 
because of scarcity of capital and the American enterprising spirit, 
business transactions bear “a larger proportion . . . to the capital of 
the merchants, than would be deemed prudent in most parts of 
Europe.” The higher price of agricultural land and town sites in the 
last few years can be explained on “sound principles, without either 
ascribing the rise to a spirit of speculation or to a depreciation of the 
currency.” The opening of roads and canals has the same effect as in- 
creasing the fertility of the soil. The result is enhanced values of 
agricultural lands and also sites for business or pleasure required by 
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the increased business population dealing with the near-by agricul- 
tural area. 

The usury laws were partly responsible for the “business stagna- 
tion,” but Jackson’s removal of the public deposits from the second 
Bank of the United States was the chief cause, for it reduced “com- 
mercial credit.” 

According to Lawrence, “the whole measure as to the bank has 
been termed an ‘experiment’ ” by the President’s friends in seek- 
ing to apologize for his ignorance of currency and consequent “viola- 
tion of all the rules of economical science.’ But a conscientious man 
must not undertake experiments in government “without a knowl- 
edge of those leges legwm, which political economy inculcates, and 
which lie at the foundation of all legislation.” At least the community 
has a right to expect that the President has that modicum of knowl- 
edge “which will enable him to select advisers who are equal to the 
ordinary intelligence of our age and country, and that his ministers 
will take the trouble of perusing the history of our own, and other 
countries, so far as it relates to the business of their respective of- 
ficial stations, and not subject the nation to the expense of millions, 
to make ‘experiments’ on matters which have already been fully 
tested.” 

On the undisputed charge of the Jacksonians that the bank had 
distributed at its own expense Gallatin’s article, Lawrence answered 
that it was thereby “circulating sound economical doctrines” which 
appealed “to the judgment, not to the prejudices, of the American 
people for its recharter’’; and that Gallatin’s pamphlet was repeatedly 
and respectfully cited in the House of Commons and the American 
capital and received by the “enlightened part of our community” 
and “the statesmen and bankers of Europe as the highest authority 
on currency.” 

Timothy Pitkin, who had bitterly fought the chartering of the 
second bank, placed Lawrence’s article among those that were not of 
“a party and ephemeral character” and that “proved that credinania. 
would not ... bear the rude touch of arbitrary power.” ** Natu- 
rally, Biddle praised the article highly.*° 

Meanwhile Lawrence’s business affairs were at a low ebb. His fa- 
ther was ruined in the process of paying off his son’s debts, and one 
of McVickar’s brothers who was Lawrence’s brother-in-law also lost 
a large amount of property as a result of being involved in Lawrence’s 
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speculations and was reported to have moved west. For a short while, 
in the ensuing prosperity and the great prospects for the Erie Rail- 
road, Lawrence appeared well on his way to becoming a millionaire; 
but by 1841, with the continuing depression and the collapse of the 
Erie Railroad promotion, Lawrence was again in serious financial 
straits. 

But his enterprising spirit could not be downed, and with a grow- 
ing reputation as an expert in international law, he soon had wealth. 
In the meantime, as he looked forward to political preferment, he 
became reconciled to the Democratic Party. Thus in 1843, in the 
party organ, the Democratic Review, he asserted that Gallatin’s 
pamphlets on the currency were valuable contributions, but Gallatin 
had been more friendly to the banking system’s including a national 
bank than it deserved. However, at the time the subject was less 
clearly understood, but people now have the benefit of the great 
national experience through which the country has passed. 

Gallatin looked only to “the healthful use of the system under pure 
administration—and especially in reference to the earlier poverty of 
the country when the stimulus and aid of the artificial capital thus 
created were perhaps beneficial, whereas an altered state of things 
makes them now pernicious.” Gallatin’s error lay in failing to give 
proper consideration to the fatal evil of its tendency to abuse. Gal- 
latin viewed the Bank of the United States as a safe and convenient 
fiscal machine for the transactions of the general government, and as 
a restraint upon the existing banking system; yet he denounced abuses 
in its management and the “overaction into which the system ran.” 
Gallatin was really at the earlier date an “ultra-bullionist,’ even more 
so than the opponents of the bank and paper money. Lawrence had 
little doubt that if Gallatin should write again on the matter, his 
views would closely approach those now held by the Democratic 
Party. 

The only serious error Lawrence ever found in Gallatin was the 
latter’s failure to speculate successfully in lands—that is, he chose 
the wrong areas. This was hard to understand inasmuch as “the rules 
which Ricardo developed were no new discoveries, and .. . ought 
to have presented themselves to so sagacious a mind, as that of Gal- 
latin’s)? 17 

With political prospects not promising in New York, Lawrence 
moved to Rhode Island in 1850. The following year he was elected 
lieutenant governor on the Democratic ticket, despite the Whig at- 
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tacks on him and on the party gubernatorial candidate as wealthy 
men. After winning the election, both Lawrence and the governor 
supported proposals for the secret ballot, liberalization of the voting 
requirements, and abolition of imprisonment for debt, on the ground 
that these measures would free the poor, debtors, and employees 
from voting as their creditors and employers directed. Opponents 
asserted that these measures would destroy “the last remains of our 
old institutions” as they existed under the charter of King Charles. 
They were “agrarian measures” to achieve an equal distribution of 
wealth; but the supporters now asserted in refutation that the gov- 
ernor and lieutenant governor were wealthy men.'* Lawrence be- 
came a power in the national councils of the party. The Democratic 
Party, he proclaimed in the presidential campaign of 1852, is the true 
Jeffersonian party, and expresses the spirit of Christianity. 

He insisted that the natural course of irresistible events dictated 
that the United States must have Cuba, whether by purchase or other- 
wise. American ownership would not only free the Cubans, but 
would benefit American commerce, accelerate the increase of Amer- 
ican investments in Cuba, raise property values, and thus benefit even 
the Spanish grandees and the Spanish Queen Mother, who have huge 
investments there. Cuba would be useless to England because Eng- 
land unfortunately abolished slavery in her West Indies possessions.1® 

Lawrence had now definitely changed his views on slavery from 
those he had held in 1829, at least in form, In the presidential cam- 
paign of 1856 he bitterly denounced “the Black Republicans,” and 
demanded the enforcement of the Fugitive Slave Law and recogni- 
tion of the masters’ property rights in slaves in all territories. The 
extension of slave territory is required, he said, in order to increase 
cotton production. Cotton cannot be successfully grown elsewhere 
in the world; white labor is unsuitable; American exports would have 
been insignificant if slavery had been confined to the original thirteen 
states. Cotton is the peacemaker between England and America, for 
if cotton is withheld, universal bankruptcy in Liverpool and Man- 
chester would result. Should the Black Republicans continue to cam- 
paign on the unheard-of and unconstitutional basis of a geographical 
issue, then the South must act not from the standpoint of patriotism 
but of calculating the value of the Union. Since the slaveholding states 
are self-sufficient, they could never be conquered; but if they boy- 
cott the North, every northern financial and manufacturing institu- 
tion will be bankrupted. Rhode Island would suffer greatly, since it 
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is a manufacturing state with a highly developed banking system. 
Widows, orphans, and schools would be the victims, for they hold 
the corporations’ stocks. Northern critics of slavery should further- 
more remember the barbarity of the legal system, especially the 
workings of the laws of contract. The cruelty of the master is con- 
trolled by self-interest in his property, but there is no check on the 
rapacity or avarice of a creditor.” 

The Democrats won the election, and Lawrence had hopes of be- 
coming minister to London. But unfortunately the Democratic in- 
cumbent of that post did not resign in accordance with the opinion 
expressed by Lawrence’s organ, the Newport Advertiser, that under 
the American system four years in office was sufficient.”* 

Three years later, while Lawrence was in Paris again, the raid of 
John Brown and his associates on Harper’s Ferry and their execution 
furnished Lawrence with a splendid occasion to elaborate on his 
thesis that no change in the relation between master and slave should 
occur. Whereas thirty years before Lawrence had ostensibly warned 
the South that slavery must be speedily eliminated, now he was warn- 
ing the French and English publics through a pamphlet in French and 
its translation in the London Morning Chronicle not to support the 
abolitionist incendiaries. Owing to free competition and consequent 
increased foreign trade, the industry of both countries is increasingly 
dependent on American cotton. Suspending cotton production would 
cause a social and political revolution among all manufacturing 
peoples. The continuance of abolitionist activities means universal 
bankruptcy, millions of unemployed, loss of British investments in 
America, and inability of the French to send their wines and silks to 
America. Emancipation would not only be confiscation of property 
rights guaranteed by the Constitution, but would destroy the Negro. 
Thanks to the gentle care of the masters, the Negroes have increased, 
and with them cotton production and general commerce. 

Europeans unfortunately cannot understand the national senti- 
ment which, according to the Dred Scott Decision of the supreme 
federal tribunal, gives only to the “superior race’ the title of Ameri- 
can citizen. Any European nation sympathizing with the Harper's 
Ferry conspirators will lose the friendship of the United States, which 
now possesses the largest merchant marine in the world. 

At the same time, Lawrence wrote home that the great majority of 
those conservative citizens who “under whatever name have from an- 
cient prejudice” opposed the Democracy should rally under the 
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Democratic Party in this contest between a servile war and the in- 
dependence of states. Rhode Island, in letting blacks vote in munic- 
ipal affairs, is violating the Constitution as authoritatively stated by 
the Supreme Court. He also informed the laborers that the Republican 
Party argument of the competition of slave labor is a pure abstrac- 
tion, since slavery is limited to its existing area by nature’s decree, 
and the North has the benefit of the unlimited cheaper labor of im- 
migrants. This labor is doubly effective by the employment of their 
families in agriculture and other occupations usually reserved among 
us for men. 

As the election of 1860 approached, Lawrence, to avoid the effect 
of the split in the Democratic Party, helped to set up in Rhode Island 
a “Union National Democratic Electoral Ticket,” which would vote 
for the national candidates who “might the most fully concentrate 
the conservative strength” and be a “rebuke to sectionalism and 
radicalism.” This ticket happened to be one supporting the extreme 
southern faction. Lawrence declared that all conservatives must unite 
in order to prevent the election of Lincoln, for his election would 
destroy peace and tranquillity, jeopardize all non-transferable prop- 
erty, and cause universal bankruptcy.” 

Though Lawrence might have changed his ideas on slavery some- 
what, he never lost his faith in Ricardo, because he saw his $12,000 
investment in Rhode Island estate increase in value so that, at his 
death in 1881, it was worth $1,000,000. 


HENRY VETHAKE: LOCO-FOCO IN THE ACADEMIC WORLD 


At the near-by University of Pennsylvania Henry Vethake (1792- 
1866), a prominent figure in the temporary intellectual renaissance 
of the period, was teaching.** He was born in British Guiana of 
Prussian parents. After graduating from Columbia in 1808, he began 
studying law, but he turned to an academic career on receiving a 
temporary appointment at Columbia in 1812 to teach the “mathe- 
matical and geographical course” for $1000. The following year for 
a salary of $800 and a house he became professor of mathematics at 
Queen’s College (now Rutgers) and in emergencies also taught the 
classics. When the school closed for lack of funds in 1816, Vethake 
obtained the professorship of mathematics, natural philosophy, and 
chemistry at the neighboring College of New Jersey, which paid 
$1300 and a house. Becoming displeased at the nepotism of the presi- 
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dent, the Reverend Ashbel Green, in appointing his son Jacob to a 
part of Vethake’s duties, he left for Dickinson College and the rela- 
tively high salary of $1500. His formal title was professor of mathe- 
matics antl natural philosophy, but starting in 1826 he also taught 
economics, his “favourite science,” for the benefit of the students of 
the near-by theological seminary as well as those of the college. Ap- 
parently Dickinson had not changed much since Thomas Cooper had 
left. Sectarian disputes, faculty conflicts, and student riots finally re- 
sulted in the collapse of the college. In 1829 Vethake resigned his 
professorship. After a year of travel and study in Prussia, Vethake 
returned to the College of New Jersey in 1830 for $1200 and a house, 
as professor of natural philosophy, but his courses also included 
astronomy, history, and political economy. ° 

The students were sufficiently impressed with his presentation of 
economics to publish his first lecture. He devoted considerable space 
to supporting free trade and to showing the usefulness of economics 
to lawyers and merchants. Nor did he forget to show its merits for 
Christianity and the clergy, for unfortunately the speculations of the 
economist “have been sometimes suspected as leading to conclusions 
inconsistent with the precepts of revealed religion.” “a 

Free-trade organs congratulated the college for having Vethake. 
“The reputation of the professor for deep erudition is extensive,” 
wrote Raguet, “and the influence of his name . . . cannot fail to pro- 
duce an accession of strength and numbers to the cause of free 
trade.” *° Here as elsewhere, Vethake was extremely popular with 
the citizenry as well as the students.?* Interested at all times in the 
raging questions of the day, he was as active in the Philadelphia Free- 
Teade Convention as he had been earlier in state aid for local internal 
improvements.”” 

In 1830 Vethake, fresh from his visit to German universities, sub- 
mitted a paper to the convention called to establish New York Uni- 
versity as the first real university. He suggested some radical inno- 
vations. Colleges today, he said, are for those who possess sufficient 
wealth to spend many years acquiring two dead languages imper- 
fectly. Therefore, for the Bachelor of Arts degree should be substi- 
tuted the Bachelor of Literature degree which would require the 
classics, and the Bachelor of Science degree, which would not. An 
elective system should be installed. Under the revised system, sons 
of persons in moderate circumstances—farmers and mechanics— 
would enter the colleges, and these institutions, instead of educating 
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gentlemen’s sons to be gentlemen, would become useful.?* A prospec- 
tive professor in any subject should have his “religious or moral 
tone” investigated.”® 

Vethake was made professor of mathematics and astronomy at 
$2000 salary at the university in 1832. At the same time, he co- 
operated with Lawrence and McVickar in the affairs of the Amer- 
ican Lyceum Society and gave lectures on economics to the New 
York Young Men’s Society. Again his audience had the introductory 
lecture printed.*° But after two years, Vethake and two others of 
the faculty of four publicly protested against what they called the 
prevarications, vanity, and arbitrariness of the chancellor, and Vet- 
hake was out of a job. 

However, in 1835, he obtained the presidency of Washington Col- 
lege in Lexington, Virginia, which paid $1000 plus an equal share 
with the other two teachers of the tuition fees of thirty dollars a 
student.*? In his inaugural addess he denounced rigid conservatism, 
the stifling of curiosity and the spirit of independence, and incom- 
petent lazy teachers who merely heard students recite the contents 
of a textbook. He felt more attention should be paid to the English 
language and composition. The study of religion and the Bible must 
be thorough, for no effort can be successful if it lacks the approval 
of the Almighty. Having learned his lesson, he did not attack the 
classics.** Vethake did practically no teaching in the moral sciences 
on the ground that very few of the students were sufficiently ad- 
vanced to study them. 

Vethake stayed only a year. A beating received from a student 
made him‘anxious to leave, and after a tour of what was then the 
Northwest—the area around the Great Lakes—to buy lands for 
speculation, he became professor of mathematics at the University of 
Pennsylvania in 1836 at a salary of $2300, and a few years later vice- 
provost (vice-president) as well.* 

He continued to teach economics and in 1838 published his lec- 
tures as The Principles of Political Economy. The treatise was the 
closest of the period to the views of the Ricardian school in England. 
It was dry. The propositions were phrased in the language of a mathe- 
matician expounding Euclid. But Vethake insisted in the preface that 
he did not regard economics as a hypothetical science, but as being 
useful in public and private affairs—‘“in other words, to the moral 
relations of men.” Some of the propositions, he said, may sound 
strange, but if the student has faith in them, he will come in time to 
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appreciate their truth. If he goes on with cane study of political — 
economy, “faith will in the end infallibly come.’ 

Like a true Ricardian, he distinguished between rent and profit, 
but admitted it was impossible to distinguish between them in fact. 
The interest rate is determined by the rate of profits, but if profits 
are greatly in excess of interest, it will be seen that profits include 
the wages of superintendence and management as well as the return 
on capital. 

Absenteeism and the export of capital are good for labor abroad but 
bad for domestic labor. On the other hand, the import of capital is 
such a national advantage that able-bodied immigrants without spe- 
cial skills are valuable only in proportion to the capital they bring in. 
Vethake denied, however, that this doctrine implied that immigra- 
tion should be restricted to certain classes. He presented it as merely 
a deduction from the nature of capital. 

Capital accumulation is the great fount of wages, but population 
has a tendency to outstrip the means of subsistence, and the necessary 
recourse to inferior soils depresses the condition of the laboring class. 
Thus the most important truth in political economy is that in every 
country and in every period wages are determined by the habits of 
the people in relation to marriage. These habits can be improved by 
stimulating the desire for more enjoyment. This the people could 
achieve through greater production by labor and inculcation of the 
habits of foresight. Habits of foresight might be improved by estab- 
lishing savings banks and benefit societies, and abolishing institutions 
and laws, notably poor laws, that encourage the poor to have more 
children than they can support. 

But the “vested claims of the poor” should not be overlooked. He 
had elaborated the basis and meaning of the claim some years before 
in “An Essay on the Moral Relations of Political Economy” in the 
1835 issue of the Annual of the Board of Education ... of the 
Presbyterian Church. He began with what appeared to be a radical 
charge. Improvements in machinery and in the various arts of life 
seem, under all forms of government, to benefit merely the privileged 
and prosperous classes, but the evil in fact flows from the increase 
of population. The necessary restraint should be accomplished by 
“proper means” as presented by Malthus, by the moral causes of 
prudence, foresight, thrift. The poor, then, distinctly perceiving that 
they are not poor because others are rich, will more willingly 
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acquiesce in the inequalities of fortune which unavoidably result from 
the maintenance of property. 

The involuntarily temporarily unemployed should be given work 
either in workhouses or at their homes, but the pay should be less 
than the market rate or, “what amounts to the same thing,” their 
situation should be “systematically rendered less comfortable than 
that of the independent labourer.” The laborers would then have an 
incentive to seek employment as soon as possible from regular cap- 
italists. This method, he said in the textbook, has been called “grind- 
ing the poor,” but all other plans deteriorate the community. 

Another way of instilling foresight is to extend to the poorer, 
less educated members a direct influence on the operations of gov- 
ernment “as soon as they are sufficiently enlightened for such influ- 
ence to be entrusted to them.” But obviously it would be unsafe to 
extend the suffrage to a people who expect from mere political 
changes a sudden and extraordinary rise in the condition of the labor- 
ing and poorer classes, and who feel that the only reason so many are 
poor is because a few are rich. 

Vethake was aware that the charge of inconsistency had been made 
against the economists for telling the poor man that he should culti- 
vate as extensive taste as possible for enjoyment, and at the same time 
that the more he saves, the better for him. But he insisted that there 
was no contradiction, for an individual can have a growing desire for 
luxuries and be more thrifty than he had been, in order to be able to 
consume them at a future period. “Habits of foresight do not imply 
on... [the person’s] part a disposition to be content with a dimin- 
ished consumption, but simply that he has been led to prefer a dif- 
ferent distribution of his consumption than heretofore—that he has 
become more anxious to secure to himself and family a continuance 
of their present rate of enjoyment. . . . It will be generally found 
that when the desire for present enjoyment is extended, that the 
future, when compared with present enjoyment, will also be ex- 
tended.” 

But how much of one’s income should one save? Excessive saving 
by the rich is bad for the poor, for this implies a reduced style of liv- 
ing of the rich. Since the poor take the rich as their model, the poor 
will gradually accustom themselves to a diminished desire for the 
necessaries and luxuries of life. The example of great saving by the 
rich would not normally be beneficial because “under the most fa- 


736 THE ECONOMIC MIND IN AMERICAN CIVILIZATION 


vourable circumstances, the savings of the poor” cannot be consid- 
erable. But excessive expenditure by the rich on extravagances and 
luxuries is also bad because this implies overgrown wealth in the — 
hands of the few. “By the total improbability” of the mass competing 
with great wealth so expended it will tend “to check rather than to 
stimulate their efforts to better their condition.” 

So it is impossible for the political economist to give any definite 
opinion as to what proportion of his income a man should save. Each 
person’s conduct must be regulated by the same prudential considera- 
tions which determine his actions in everyday life. Every individual 
is just as good a judge of the most expedient way of distributing his 
income between productive and unproductive consumption as the 
political economist, and usually a better judge than the government 
or any statesman. All that government should do is to remove every 
“artificial cause” of the accumulation of large fortunes in particular 
families, such as laws of primogeniture and laws preventing the aliena- 
tion of landed estates. 

Other reform measures fall under the category of violating prop- 
erty rights and lead to an equal distribution of wealth by law, with all 
its horrors. When all the members of the community are compara- 
tively poor, as would result from legal equalization of wealth, it would 
be more difficult than now to bring together and wield efficiently a 
larger amount of capital. The division of labor would not be possible 
to the extent required by the existing state of the arts, and so produc- 
tion would be less. 

Taking from the rich to help the poor is a violation of property 
rights. The only time state interference with the property of indi- 
viduals can be justified is when such transfer of property can be 
shown to be ultimately advantageous to the rich themselves to an 
extent greater than the loss in the first instance. 

Among the great sinners are trade unions, said Vethake. They are 
an unmixed evil. They violate the right of property, attempt a com- 
pulsory transfer of property from the rich to the poor, cause incon- 
venience not only to capitalists and laborers but also to consumers. 
Worst of all, they deny the notion maintained by political economists 
that the natural course of things, of “free competition,” is most con- 
ducive to the interests of both rich and poor. Instead, by their strikes. 
to raise wages, they propagate the idea that a never-ceasing struggle 
of poor against rich is necessary to prevent the poor from being re- 
duced to a bare subsistence. 
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_ If the unions could raise wages permanently, this would outweigh 
all their disadvantages, for the prosperity of a people depends pri- 
marily on wages being high. But unions cannot do so because by 
reducing profits they retard capital accumulation. Vethake did not 
expect that his reasoning would reach the evil-doers, but he was inter- 
ested in reaching those who had hastily given them encouragement 
on the ground that thereby they were contributing to the greatest 
good of the greatest number. 

Since laws reducing hours in effect raise wages, they too are vicious. 
They mean a fall in the rate of profits. The rise in wages will lead to 
the increase of population with unusual rapidity; while the fall in the 
rate of profits will lead to a less rapid accumulation of capital. Thus 
wages will fall gradually to their former rate and so closely approach 
it as to be no sufficient compensation to society for the violation of the 
rights of property implied in every compulsory raising of the wage 
rate. 

There might possibly be some justification for limiting the hours 
of children so as to allow them time to obtain an education, for this 
would ultimately benefit the richer as well as the poorer classes. This 
being only a possibility, Vethake did not specify what the hours 
should be. But in any event, the limitation should not be made for 
the uneducated adult laborer. The leisure time, to which he is not 
accustomed, would be spent in debauchery. 

Taxation must also treat rich and poor alike. Vethake began with a 
tax on rent, but decided that such a tax was out of the question. It is 
impossible, he said, to draw a line between rent and profit in practice. 
But the example would show the workings of the ingidence of taxa- 
tion. Since rent in theory is a surplus above ordinary profits, any tax 
on land must ultimately be paid by the landlord, whether paid by 
tenant or proprietor in the first instance. It follows that the whole - 
rental of the land of the country, if it could be distinctly separated 
from the profits of the capital invested on the land, might be viewed 
as a fund for taxation which could even be completely exhausted 
without the community, except the landlords, being forced to pay 
any portion of it. 

Since rent, unlike other property, is conferred gratuitously on the 
landowners, and since it increases with the growth of the country’s 
wealth and population without any sacrifice on the part of the land- 
lord, it might seem equitable as well as expedient to raise the entire 
revenue by a tax on land; or at least not to resort to other taxes until 
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this source is first exhausted. This would be sound if the tax had 
been established in the original settlement of the country. ‘Thus every 
person who at any time possessed land would know that it would 
yield no more than the ordinary profit on the capital invested upon 
it, and would never be worth more than the value of such capital. 
But for centuries land has passed with more or less frequency from 
individual to individual, and every new purchaser has relied on the 
secure enjoyment of the produce or advantages generally to be de- 
rived from it, as he would have in the possession of any other kind 
of property. Hence it is unjust and inexpedient to tax the land- 
lords exclusively or in an extraordinary degree. A property tax is 
preferable to an income tax because it is easier to determine an in- 
dividual’s property than his income. The tax on property should be 
proportional, not progressive, for government is not instituted for 
the purpose of discriminating between the different classes of society 
whether they are rich or poor. 

Aware that he might be accused of “being more disposed than 
political economists in general” are to impose the burden of taxation 
on the poor, Vethake declared that, on the contrary, he had shown 
that “the rich cannot be taxed without the poor at the same time 
suffering almost as much as if they themselves had been directly 
taxed.” Thereby he felt he had supplied an additional instance of the 
manner in which the different classes of society are bound together. 

On the question of government “interference” in the construction 
of means of transportation and communication, legislative control is 
essential, but it must be of the kind that does not interfere with prop- 
erty rights. These companies have to have the right of eminent do- 
main, but it is absurd to allow private individuals, at their pleasure, 
to make roads through their neighbors’ property, even if they pay 
full value for it. Furthermore, a private road, even if not given ex- 
clusive monopoly rights, will in fact be a monopoly because of the 
power of large capital and its ability to manipulate rates to forestall 
possible competition. On the other hand, he admitted the familiar 
and overwhelming objections to state construction. 

So Vethake argued that individuals or companies should build the 
roads subject to legislative authority. Maximum tolls should be fixed 
by the legislature, and after a specified number of years they would 
become the property of the public at a price equivalent to their orig- 
inal cost, or at any other stipulated price. He said nothing about the 
critical question of specific terms. 
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On the more controversial issues among the respectable, Vethake 
took a rather ambiguous position. He called himself a “free-trader” 
and spoke of the American System as a thing gone beyond recall, 
but he presented so many qualifications and so severely castigated the 
extreme arguments of the southern free-traders that one ardent pro- 
tectionist reviewer thought that Vethake had provided a common 
ground which would end the animosity on both sides and make for 
the quiet and welfare of the country as well as for the progress of 
political economy. 

He was naturally very cautious on the Bank of the United States 
in his textbook, but he reciprocated Biddle’s high appreciation of him 
more openly elsewhere. Even after the failure of Biddle’s Pennsyl- 
vania bank, Vethake praised him and attributed the failure to “de- 
mocracy” because the elected legislature set such onerous terms on 
the charter that the bank had to engage in risky ventures to make an 
ordinary profit.*® 

If one can draw any conclusions from his equivocal statements 
on money and banking, his views appear to be those of Raguet, who, 
he said, “will always be rated among the distinguished American po- 
litical economists.” *7 

But in his textbook, he unlike Raguet accepted the fact that for 
the present a charter for a Bank of the United States could not be 
ichieved. He followed along the lines of his Loco-Foco brother, 
John Vethake, and his close friend, the Jackson leader James 
Buchanan.** He proposed a plan suggested a year previously by Van 
Buren’s Secretary of the Treasury, Levi Woodbury, for restoring a 
specie currency—namely, that the government issue non-interest- 
yearing treasury notes backed by a specie fund, and these notes 
vould be payable to creditors at their option and be receivable for 
yovernment dues. The proposal has been styled “the sub-treasury 
cheme.” Apparently, like Raguet and Gouge, he was against all bank 
10tes eventually and even approved “free banking.” But he went on 
o urge that the only effective remedy for eliminating bank notes was 
constitutional amendment prohibiting states from chartering com- 
yanies or individuals to issue them. In other words, as his other sug- 
restions stated, he was primarily interested in preventing new banks, 
nd, like his brother, said that the charters were obtained from the 
egislature by the influence of the wealthy and at the expense of the 
qual rights of the poor. He even suggested that the state charge a 
onus for recharters, if deemed necessary, sufficient to take the gains 
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above “normal profit” from the bank companies. He was careful to 
assert, however, that the integrity of bankers was above the level of 
the general run of mankind, and that some of them, “I am happy to 
say, rank among my most esteemed and intimate friends.” 

He was particularly interested in showing the productiveness af 
professional classes, oy the clergy and teachers, in order to 
remove the stigma of “unproductive” from intellectual labor and 
justify state appropriations for them. He made what he called a “bold 
innovation” by arguing that immaterial as well as material products 
can be accumulated; and that the amount of accumulated wealth 
should not be measured by the excess of previous production over 
consumption, but by the amount of wealth produced and consumed 
at a given time. By this method, the professional class are productive 
in that they create utility, as Say had argued; and the invidious dis- 
tinction between productive and unproductive laborers is eliminated. 
Mankind instead of being separated into two classes will eventually 
be regarded as constituting one great family. If I succeed, he said, in 
banning from popular language the phrases “productive” and “un- 
productive” classes, I will have more effectively prevented the “work- 
men” from esteeming themselves the only useful classes than I could 
possibly do by constantly reminding my readers that I mean by 
unproductive, not productive of utility, but of material objects of 
utility. 

Reviews in general praised the book. The Presbyterian Biblical 
Repertory and Princeton Review exclaimed: “Any candid person 
will feel gratitude toward the author for having opened to him a field 
where he can gather many new illustrations of the Divine wisdom 
and benevolence.” Vethake’s former Dickinson student, the Rev- 
erend George W. Benthune, who was a popular lecturer on eco- 
nomics, religion, and other social sciences, called on God to bless 
Vethake for taking the physician, the jurist, the divine, the man of 
letters, and the man of science out of the same category with the 
jugglers and opera dancers, where previous economists had placed 
them as unproductive consumers.®® 

The Whig New York Review thought highly of his general moral 
position, but it found one foul stain which the Boston protectionist 
North American Review also found, the author’s approbation of the 
sub-treasury system. This was committing the greatest offense against 
“science and scientific men” and made him guilty of plotting the 
death blow to political economy by seeking to make economics “‘a 


THE NORTHERN FREE-TRADERS 741 


pander to party politics.” The only way Vethake can save his 
otherwise high reputation is by effacing the hated words sub- 
treasury system in a second edition.*° 

Vethake, always cautious, looked around for a proper way of 
handling controversial questions in respectable circles. The social 
sciences, especially economics, should be given considerable atten- 
tion in the colleges, Vethake told the Mercantile Library Company 
of Philadelphia, because they provide the political education of those 
destined to be statesmen. But at present the instructors are too timid 
to discuss disputed points lest a considerable part of the public be 
offended. Thus the instruction becomes futile and uninteresting. As 
a remedy, he bravely proposed that a college appoint two lecturers 
on political economy, one of them maintaining and defending the 
accepted doctrines of the science, and the other impugning them. 
Should the latter be so hostile to the accepted doctrines as to object 
to being called a political economist, he might call himself a “lecturer 
on statistics or any other title he might prefer.” The parent would 
decide what lecturer the child should attend, but Vethake hoped that 
he would attend both. This procedure would be better than reading 
entire libraries and simply absorbing the thoughts of other men.*? 
Of course this process of arriving at truth by disputation between 
ardent disciples of contending faiths did not mean to Vethake that a 
proponent of trade unions would be allowed to teach, but only the 
spokesman of issues in controversy in the respectable community. It 
applied to such questions as the tariff and banking. Actually, the be- 
neficent state of affairs wished by Vethake did not exist in great part 
at his own institution. The former provost, the Reverend Frederick 
Beasley was a protectionist, and Robert Hare, Cooper’s successful 
competitor for the chemistry chair, continued to write in defense of 
the general Whig “soft-money” position. 

As Vethake grew older, he grew more conservative about the cur- 
riculum. Some of the trustees, led by the protectionist economist and 
theologian, Bishop Alonzo Potter, were anxious in the early fifties to 
turn the university into the sort of school that Gallatin had hoped 
New York University would be. It was argued that the public high 
schools teach competently the subjects that colleges now teach, and- 
that if declining attendance is to be checked, the colleges must en- 
gage in graduate work and thereby extend the curriculum. Since 
other colleges are interested in the same proposal, Pennsylvania must 
hurry to obtain the prize, they wrote. But Vethake informed the 
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trustees in a printed letter that the University of Pennsylvania was 
established by its beneficent founders for the express purpose of edu- 
cating youth and not men. Few students could afford the extended 
time required for advanced instruction and degrees. Almost all youths 
expect that at twenty-five, an age when according to the new plan 
students would be in attendance, they will already head their busi- 
nesses, have families, and live in comfort and even luxury. Compari- 
son should not be made with German universities, for students in the 
German universities are principally those intending to teach as a 
life pursuit; but here teaching is a temporary expedient and is ob- 
tained on the basis of considerations other than fitness. Furthermore, 
with its plan of more than one professor in a subject and substan- 
tially free tuition, this scheme would necessitate a huge fund which 
could not be raised.*? ‘ 

In a lecture at one of his numerous old teaching posts, Rutgers, he 
put the argument in a form that made the attacks on colleges come 
from “agrarians,” not from the respectable. Private colleges, he said, 
are accused of being “aristocratic institutions” and are compared 
disadvantageously by calling the publicly supported high schools the 
“people’s colleges.” But society is composed of individuals “who have 
reserved to themselves all their natural rights, excepting only those 
which it was expedient to yield for the general welfare.” Therefore 
it is unjust and inexpedient to grant public money to benefit a par- 
ticular class at the expense of any other. Apparently Vethake tempo- 
rarily forgot that the private colleges had been recipients of grants 
and were ‘constantly seeking them, and felt that they benefited indi- 
rectly the lower classes. Once the principle of an entire equality 
between the rich and poor in education is adopted, he said, “we 
shall find no stopping place in our efforts to better the condition of 
the latter until the two classes are brought to a Jevel of equality” 
in everything. If the same education is given all, why “should not all 
live equally well” and enjoy the same amount of leisure—“in other 
words, why should the rights of property remain inviolate? We shall 
thus find ourselves on the very brink of the worst species of social- 
ism.” Yet cities are vying with one another to establish such a popular 
institution combining graduate and practical instruction. New York- 
ers, for example, “are urged to move in the matter before the Phila- 
delphians shall steal a march upon them, and the contrary.” 

But at the same time and place he insisted that political economy 
had not been given its rightful due as second only to Christianity as 
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an agent of progress. Though tabooed in some of the colleges, it 
deals with problems “upon the proper solution of which not the 
welfare merely, but the stability of society depends.” It aims at so- 
ciety’s “advancing no faster than consists with a maintenance of the 
rights of property .. . and urges a change only after public opin- 
ion is fully prepared for its introduction.” It is the most beneficent 
of the sciences because it shows “unequivocally that the physical con- 
dition . . . of mankind, or what amounts to the same thing, the 
command which each individual of a community, on the average, en- 
joys over the necessities and luxuries of life, depends in a very great 
degree on moral causes’”—thrift, prudence, foresight—and that the 
most effectual means of elevating that condition is by diffusing as 
extensively as possible the blessings of religion, morals, and educa- 
tion.** 

Vethake won over academic reform, and affairs settled down in 
Pennsylvania to the “quiet respectability of long ago.” He became 
provost in 1854, and a year later he was also appointed professor of 
moral and intellectual philosophy, to teach “Intellectual Philosophy, 
Ethics, Evidences of Natural and Revealed Religion, Logic, Ele- 
ments of Natural and International Law, and History in Connection 
with Chronology and Political Economy.” According to the trustees’ 
minutes, political economy was to be taught to the seniors an hour 
a week from the provost’s book. In 1859, however, he was made 
emeritus and he turned to teaching higher mathematics in the Poly- 
technic College of the State of Pennsylvania. A cautious protectionist 
treatise, written by Francis Bowen of Harvard, replaced his book 


at Pennsylvania. 


THE REVEREND SAMUEL P. NEWMAN: SCAPEGOAT FOR MARX 


One free-trade treatise of the time acquired enduring notoriety 
when it was used by Karl Marx in Das Kapital as an example of the 
modern economists “childishly attempting to represent commerce 

. as productive or surplus value.” It was The Elements of Political 
Economy, by the Reverend Samuel Newman (1797-1842 ).*4 

Newman was a New Englander by birth and education. After 
graduating from Harvard in 1816, he taught a year in Kentucky and 
then in 1818 began teaching at Bowdoin, where he held various pro- 
fessorships and was for a time acting president. First he was professor 
of oratory and rhetoric, a subject for which he wrote a textbook 
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that ran into sixty editions. In 1824 he was also made “Lecturer in 
Political Economy and Civil Polity” and allowed “experimentally,” 
as the record reads, to give lectures in “the rising science of Political 
Economy.” In 1835 he published his lectures in the form of a trea- 
tise “in which the more important principles of Political Economy 
are developed in their application to the usages and institutions of 
our country.” 

The poor should not envy the rich, for the rich man’s wealth is the 
fruit of his own industry and frugality or inherited from those who 
had these traits, he said. Since the road to wealth is here open to all, 
the idler or failure should not murmur and complain at his ill lot and 
the prosperity of others. Those who have acquired or are acquiring 
wealth are public benefactors, for they are helping to develop the 
resources of the country. 

The topic of greatest practical importance is wages, he said, not 
only because the interests of a great number are involved, but because 
in most commodities labor is a principal item in the cost. Since labor 
is a commodity, it must be treated, like other commodities, according 
to the principle of cost of production as the basis of price. The cost 
price is what in different communities is consumed to support the 
laborers and their families. In the United States labor’s exchangeable 
value is above cost, as evidenced by the fact that the laborers become 
capitalists and landowners. The danger of a redundant population is 
offset by the multitudes that rise to these higher classes. Since the 
increase of laborers is not in proportion to the increase of population, 
their style of living is high. 

If their style of living falls so will wages, for the entrepreneurs are 
necessarily always attempting to rcanees wages to the lowest point in 
order that the surplus or profits be larger. But it is not to the advan- 
tage of employers to allow wages to fall below cost price, for with 
less population wages will rise. Far more important to the laborer 
than high wages is that he have profitable opportunities for invest- 
ment, such as savings banks, so as to stimulate him to more vigorous 
efforts and frugality and thus to rise into the higher classes. 

In the matter of poor relief Newman’s views differed in form 
though not in substance from those generally held by the respectable. 
Since there had to be some relief, he preferred on grounds of economy 
as well as justice and humanity that it be the public workhouse type 
instead of private charity. 

The same total sum “given to those who reside under the same 
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roof, and sit at the same table, under the supervision of the same over- 
seer . . . affords both more effectual relief, and to a greater number 
of individuals, than when gratuitously distributed.” By this method 
they may also be encouraged and aided in their efforts to supply their 
own wants and led to form habits of industry and frugality. Finally, 
“they may be brought under those moral and religious influences, 
which are peculiarly needed for their consolation and for the refor- 
mation of any vicious habits they may have contracted.” There 
should be no fear that the relief will be abused, since the system is 
not intended to render the situation of a pauper desirable. As a solvent 
for the “temporary” unemployment created by labor-saving machin- 
ery, Newman incidentally mentioned the possibility of public works, 
but the real remedy, he said, is an adequate protection of patent rights, 
for this would make technological change more gradual. 

Underlying this book and others was the ideal Newman presented 
in 1826. He envisaged the country’s population spreading till it covers 
this vast continent, and its wealth increasing “till our cities shall vie 
in magnificence with Eastern splendor.” * 

New England’s great idol, Daniel Webster, was his idol from the 
start, and there was nothing in the treatise to prevent him from fol- 
lowing the great orator in his change to outright protectionism, since 
he threw in the infant industry argument. 

His book had little popularity. It suffered perhaps from discus- 
sions that were a little too recondite. Newman himself was more 
interested in administrative work than in the development of eco- 
nomics and eventually became president of the state normal school 
at Barre, Massachusetts. 


THE “SIMPLIFIED ECONOMICS” OF THE REVEREND JOSEPH HOLDICH 


From the British-born Reverend Joseph Holdich (1804-1893), 
professor of “Moral Science and Belles Lettres” at Methodist Wes- 
leyan University in Middletown, Connecticut, came a performance 
that for ingenuity did him great credit. It was his lecture before the 
Young Men’s Lyceum of the college town in 1838 called Political 
Economy Simplified. : 

The study of political economy, he said, is complicated by the 
extent of the ground it covers, the comprehensiveness of its princi- 
ples, and its extensive generalizations. “The facts presented are ex- 
ceedingly numerous; the principles very extensive as well as com- 
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plicated in their operation and sometimes apparently contradictory 
in their results,” 

Therefore if its principles are to spread more widely, they must be 
simplified so as to make them readily understood. So “let us suppose 
a fertile island, situated . . . in the Pacific Ocean” and “colonized by 
a dozen families. Here is the germ of a nation and by observing the 

. unfolding of the germ, we may mark the progress of the tree, 
from its feeblest state to its highest maturity.” 

Of course, in the beginning there would be perfect equality, with 
each one having an equal plot of land; but this state of affairs would 
not last long. Because of greater physical strength or ingenuity, the 
exertions of some would be more productive than others. Conse- 
quently there would arise rich and poor, master and servant, em- 
ployer and employed. 

As capital and population increase, and consequently the “in- 
tensity of demand” for any given commodity, the division of labor 
can be extended, and costs decline, and comforts for the islanders 
increase. At this point, Holdich made what he called a temporary 
departure from his “island” to the current state of things. Some per- 
sons, he declared, have a deep prejudice against large establishments 
and great capitalists. Rich men in extensive business are often viewed 
with envy by those who “should rather consider them benefactors.” 
They are called “monopolists of labour or of wealth, and engrossers 
of the profits of the smaller establishments.” But the “facts” tell a 
different story, asserted Holdich. Why? The larger the capital in- 
vested in any establishment, the greater the division of labor, the 
larger the quantity used, the lower the price, and the better the 
quality of goods, The capitalist whose sales are $50,000 annually can 
sell more cheaply than one with $10,000 sales and “make more in the 
bargain.” Consequently it is better if smaller establishments are 
merged into larger ones. Unfortunately, “every man having a few 
‘ousand alts 4 is ambitious to set up for himself.” 

Then Holdich returned to his “island” to sketch the beneficence 
of inventions in reducing the amount of labor required and thus the 
expenses of production. If the article to which the invention ap- 
plies is one of unlimited demand—books, for instance—there will be as 
much if not more labor employed, but with a heavily increased yield. 
If the article is one of limited demand, the superfluous labor will be 
thrown out. But if this occurs, “human ingenuity will be put in 
requisition to find out new modes of profitably employing it”; or 
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in other words, new inventions will be made for the accommodation 
of mankind. This explains the rise of all new articles. 

Now, the extension of the division of labor applies not only to in- 
dustry but also to civil affairs in the growth of the island. As popu- 
lation increases and wealth accumulates, as the colony’s affairs be- 
come more complicated, as knowledge and refinement increase, a 
greater division of labor must occur in civil affairs so that things may 
be done on the most approved and permanent principles as against 
the earlier less careful methods. Thus, for example, in “the com- 
parative simplicity of our civil arrangements a Jawyer designates 
every class of legal practice. But in England sergeants at law, bar- 
risters, advocates, counsellors, were all distinct branches of the pro- 
fession.” 

But to return to the island again, the growth of division of labor 
and trade calls for the use of a medium of exchange to replace the 
cumbersomeness of barter. After briefly sketching the advantages 
of specie for that function, Holdich turned to the topic on which 
he spent most of the time. This was the rise of banking in the “is- 
land.” Without specifically mentioning the sub-treasury proposal 
then being agitated in Congress, Holdich presented the analysis in 
such a way as to make it obvious that it would be the most disastrous 
event that could befall the country and especially the poor. 

Colonies, he began, do not usually abound in precious metals. They 
will necessarily have a smaller amount than older countries, where 
they have had a longer time to accumulate, and greater means of im- 
porting it. But as the colonists’ sales increase, they will increasingly 
feel the need of money. The demand for money in every country 
must be in proportion to the business transacted. Without an ade- 
quate supply of money, factories cannot be built, improvements made, 
or labor paid. This difficulty all nations have felt. A plentiful supply 
stimulates trade of all sorts, and this in turn creates a demand for 
more money. Thus the demand for money will always increase faster 
than the supply. “Hence our little imaginary colony is a picture of 
all the nations of the earth.” Its business stagnates for want of suf- 
ficient medium of exchange. 

But at length some “profound mind” gets the idea that if some 
commodity can be used for the purpose of immediate circulation in 
such a manner that the specie can be had when necessary, the ob- 
ject will be achieved. Since the other commodity can serve all the 
ordinary purposes of circulation and specie is rarely wanted, then 
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three or four times the amount of the specie can be employed in the 
form of the substitute; in other words, the specie is made to do three 
or four times the work it otherwise would. 

After the plan is proposed, a certain “heavy capitalist” converts his 
property into money and begins trading in the commodity. A per- 
son having skill and industry but lacking capital would otherwise be 
lost to the community, but he can go to the capitalist and get the 
money in return for his note, ample security, and an interest charge. 
Similarly, an individual may have money due him and need it for his 
business; so the capitalist will discount his notes. The capitalist can 
circulate three or four times as many notes as he has specie because 
his own notes circulate as money and the specie is seldom wanted. 
Once the system is established, the capitalist has no difficulty in 
obtaining specie; for as long as the people have confidence in his 
notes, they will prefer them to specie because of their superior 
convenience and will deposit their specie in the capitalists’ hands. 

But there is one inconvenience of paper money—its possible ef- 
fect in helping to bring about inflation and panics. Prices are gradu- 
ated according to the money in circulation. For example, if money 
is plentiful and easy to obtain, prices rise; when the amount in cir- 
culation is reduced, prices fall. These price fluctuations are a serious 
evil, but they will always occur. 

The evil does not originate with the capitalist, and he does not 
necessarily contribute to it. It originates in those things which affect 
his business and which operate on business generally, such as un- 
fruitful seasons, public calamities, destruction of property, and all 
other things that derange trade. The capitalist’s business is affected 
by the general business of the community. When there is a great de- 
mand for money, he does a thriving business; when demand is cur- 
tailed, he does less. If there is a tendency toward a panic or a sinking 
of public confidence, the capitalist must be cautious and draw in 
loans. 

A metallic currency would not avoid the fluctuations. The paper 
money does not create them, it only makes them greater in propor- 
tion as it enlarges the circulating medium. So the longer the lever, 
the greater the power; but that power is good or evil according to 
the direction given. 

Here lies the real evil. The fluctuations offer opportunity for de- 
signing men to start rumors to shake public confidence and create 
a panic and fall in prices in order to buy low and then, after the 
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panic passes, sell at an advance. Also petty and unskillful capitalists, 
in order to increase their business, lend too freely and issue excessive 
amounts of notes. Many of them are thereby driven to failure, but 
at the same time they injure others. In any event the good of banks 
overbalances the evil. 

Then naturally Holdich reminded his listeners that the capitalist is 
really the modern bank and that he has been laying down the princi- 
ples of modern sound large banks everywhere. True, all banks in 
Scotland and some in England have unlimited liability, and the 
American banks limited liability; but this is merely a slight differ- 
ence in form, and the beneficent effects are much the same. 

No wonder the most enlightened opulent nations have banks, while 
countries which do business on the small amount of specie that falls 
to them are depressed and degraded. Where only a metallic currency 
is used, as in Russia, Austria, and Denmark, the people are enslaved 
and all the wealth monopolized by the aristocracy. But in France, 
Holland, and Great Britain, the readiness with which industry and 
skill may be set to work because of banks has raised up from the 
“middle and lower portions of society,” a powerful moneyed class 
which has successfully disputed the right of power with the ancient 
nobility. 

In fact, the invention of banking has been the most potent factor 
in revolutionizing society. The rich do not need banks, for they 
have their resources at their command; but the poor can get capital 
through banks and rise from poverty to wealth and vie with the 
lords of the soil. 

The lecture was so popular that Holdich repeated it before a 
“still more numerous and respectable” town audience, and finally he 
had it published. 

After serving fourteen years at Wesleyan, Holdich became in 
1849 secretary of the American Bible Society, with headquarters in 
New York. 


LATER FREE-TRADERS: AMASA WALKER, JOHN BASCOM, 
GEORGE OPDYKE 


At the end of the period, the dominant sentiment on currency 
among the learned in New England, especially among free-traders, 
had become definitely Jacksonian. The outstanding leader of this 
development was Francis Amasa Walker (1779-1875) of Massa- 
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chusetts. The son of a blacksmith, he had acquired financial compe- 
tence without the benefit of a college education. He became a suc- 
cessful shoe manufacturer in Boston and also a railroad promoter.*® 

Originally he had been a strong supporter of Clay and the Ameri- 
can System, but after Jackson became President he became a Jack- 
sonian Democrat because of the stand of the Jacksonians on paper 
money, banks, and the sub-treasury. He suffered from the panic of 
1837, but this did not deter him from supporting Van Buren in 1840. 
In that year he retired from active industrial life, but he continued 
to be a bank director. He devoted himself primarily to politics and 
education. He served in the legislature and as secretary of the State 
of Massachusetts. His opposition to slavery was such that he co- 
operated with other abolitionists in the underground railway move- 
ment and in establishing Oberlin College. But his underlying social 
conservatism was evidenced by the fact-that his signature, along with 
those of other highly respectable citizens, was attached to a circular 
which called upon the Boston newspapers to avoid giving publicity 
to “Fanny” Wright’s lectures. 

Walker lectured on economics at Oberlin, Amherst, and Comer’s 
Commercial and Nautical Institute. From 1853 to 1860 he was an 
examiner in political economy at Harvard. Throughout the period 
he contributed essays on economics to the New York organ of the 
commercial and financial community, the Merchants’ Magazine. 

Political economy is a businessman’s science, he declared. Firmly 
believing in the wages-fund doctrine, he maintained that wages de- 
pend on the disposition of the owners of wealth to employ it in pay- 
ing labor, and this disposition depends on the security and profitable- 
ness with which this capital can be employed in production. Wages 
vary according to physical, mental, and moral powers. Laborers 
should study accounting and bookkeeping; for these, by leading to 
careful savings, slitninare the only natural advantage of the employer, 
the ability to wait. Wages are low in agriculture becaikes it is a whole- 
some employment, as McVickar argued. Mechanics should get higher 
wages and work less hours than farmers, for they have indoor occu- 
pations; but recourse should not be had to legislation. These ends 
will be achieved when the working class becomes sufficiently ap- 
prised of the facts, and the laws of health are properly understood. 
The lowness of women’s wages should not be attacked because the 
prevailing ideas of the community restrict them to easily dispensable 
occupations. Rent is due to location and fertility, but private prop- 
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erty in land cannot be questioned because such ownership is essen- 
tial for production. The argument that every child is entitled by 
natural right to land is silly. He is entitled to the richer inheritance 
of society—to ease and protection in infancy, education and culture 
in childhood, training and discipline in youth; and in manhood, use 
in common with others of all the institutions of social life. 

On the other hand, as a successful independent enterpriser, 
though somewhat old-fashioned, Walker did not altogether approve 
of corporations. When capital can be concentrated in vast aggrega- 
tions, he said, this increases the natural power of capital to tyrannize 
over labor. Corporations should not be allowed to obtain credit, 
because if they do they have no justification for their existence, and 
with their privilege of limited liability will drive out the men of small 
capital. 

His main interest was money and banking. To secure stability 
of prices he advocated Gouge’s early ideas. He wanted a bank paper 
currency based on 100 per cent specie reserve. This was to be achieved 
by gradually eliminating most notes, beginning with the small ones. 
Specie, he said, is the only “value” money, for its value is determined 
by labor cost and is self-regulating, whereas the “mixed currency” 
of the present system causes commercial convulsions every seven 
years or so. 

Under the present system banks expand their note issues until 
the gold reserve is a small percentage. An inflation of prices results, 
and when the inevitable drain of specie for export occurs, banks 
must reduce loans and accommodations four or five times the drain 
of gold. Merchants are driven to the wall. Furthermore, under this 
system the banks force merchants to leave with them a certain share 
of their loans as a sort of permanent non-interest-bearing deposit, 
which in turn becomes a basis of inflation. At the same time, young 
enterprisers are deprived of credit, which goes primarily to the large 
concerns, and they are degraded to wage laborers. The encourage- 
ment to home industry intended by the tariff is neutralized by the 
expansion of currency resulting in high domestic prices. 

Laborers are also losers. In the period of inflation wages lag be- 
cause, while goods are subject to a double demand—an actual and 
a speculative one—there is only one demand, the actual one, for 
labor. On the down turn the laborers are the first to suffer because, 
having no savings, they must take whatever is offered or starve; but 
the businessman can hold on and retard the fall of prices. 
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Early in 1857 Walker foresaw another commercial crisis. The 
crisis came, and Walker emerged a prophet. He was struck by the 
fact that the suspension of specie payment was caused immediately 
by the deposit holders, not the bank-note holders, that the country 
bank reserves held in the city banks were not effective reserves but 
expanded credit and deposits in the city banks; and that bank loans 
created the deposits. But he stuck to his old remedy. 

The gold discoveries could not create crises and panics because 
the gold would simply eliminate an equivalent of credit and so make 
possible the more rapid achievement of the roo per cent reserve.*? 

Though often accused of being an enemy of banks, he always 
with justice referred to himself as a businessman and declared that 
he supported banks in their legitimate purposes. “It would ill be- 
come one,” he said later in Congress, “who for the greater part of his 
life has been a customer of the banks and concerned in their man- 
agement, to indulge any unkind or ungenerous feelings towards 
them.” 48 


Summarizing the faith the New England free-traders generally 
held at the end of the period was the Reverend John Bascom’s Po- 
litical Economy (1859), which was used at Yale and at some small 
colleges. Bascom (1827-1911) was a professor at his alma mater, 
Congregational Williams College, where the Hamiltonian philosophy 
ruled, except on free trade.*® Like those of his contemporaries, Bas- 
com’s interests were varied—from English literature to theology— 
but he seems to have been more skeptical than the average professor 
in matters not closely affecting the established economic order. He 
had started to study law, but Re could not stand its chicaneries. Presi- 
dent Mark Hopkins was famous among alumni and college presidents, 
but Bascom dissected him as an opportunistic administrator. Having 
been taught by Hickok at Auburn Theological Seminary, he had only 
contempt for Hopkins’s crude version of the Common Sense phi- 
losophy. 

He studied for the ministry, but after finishing his training in 1854, 
his “failing eyesight,” as he put it, made him willing to accept the 
professorship’ of rhetoric w hen the Reverend Joseph Alden, professor 
of “Political Economy and Rhetoric,” °° left and his chair was divided 
in two. But Bascom’s friend, the Reverend Arthur Latham Perry, who 
had become professor of “History, Political Economy, and Ger- 
man,” encouraged him to write his book on economics. 
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Bascom claimed that he was using the “deductive” method of the 
standard English authors “with its rapid, easy, and positive movement 
so fascinating to vigorous and inexperienced minds.” The book out- 
did its English models in its acceptance of the individual’s pecuniary 
calculus as the sole guide of the general welfare. So universal and 
certain, said Bascom, is the pursuit of the largest gain with the least ef- 
fort in pecuniary transactions that the theorems of political economy 
are “on a footing well nigh as safe as those of the mechanical powers.” 

Political economy shows that “competition and conflict” are only 
the “transient foam of forces—of currents uniting to work the com- 
mon weal; beneath there is no real strife, no permanent conflict be- 
tween the several classes of producers.” Thus the interests of pro- 
duction—that is, of pecuniary gain—are “more provocative of virtue 
than virtue itself.” Exceptional cases need not be considered because 
“the safety of economic theories is that they deal with masses and 
general movements.” 

Since the absorbing love of profits is the first and best of men’s 
impulses which can be emancipated from the protection of govern- 
ment, the chief office of government in connection with production 
is “protection” to property, “to furnish an open field in which it 
[production] may bring forward its own motives, guide its action 
by its own laws and enjoy its own reward.” 

The term “monopoly” must be restricted to exclusive legal grants, 
otherwise all property may be termed monopoly, since its posses- 
sion and use are necessarily exclusive. Land is called a monopoly, but 
if its acquisition and transfer are not restricted by law, it is no more 
so than any other property. 

Outside of restrictions on banking corporations to safeguard the 
currency, and on railroad companies to prevent misuse of the right 
of condemnation, no regulations are necessary for corporations, since 
their aim is to give greater efficiency and safety to production with- 
out interfering with the rights of others. 

The most important problem i is currency. Bascom even analyzed 
currency before taking up the theory of value. Following Walker, 
he felt that panics and depressions would not exist if small notes were 
banished and large notes had a 100 per cent reserve. He frankly stated 
that small notes circulate at the expense of the city banks and for the 
benefit of the country banks. A national regulatory body like the 
old national bank would be useful in eliminating these notes. With 
the specie reserve, and elimination of small notes, profits of the city 
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banks and private moneylenders might increase, for the excessive 
number of country banks unfit for banking would be eliminated. 

On the other hand, any interference in behalf of labor, in par- 
ticular by trade unions, is doomed by the doctrines of Malthus and 
the wages fund. Rapid profits spelling greater prosperity are better 
for a country than slow profits, for the means of subsistence will 
then far exceed the population if it is provident and prudent. Further- 
more, the growth of profits makes for greater virtue and benevolence 
in the capitalists, the moral leaders of the community. 

The rich are guilty of debasing luxury and vanity, but these are 
evil only because restricted to one class. Capital for the continual 
employment of labor in necessaries is withdrawn to be expended in 
debasing luxuries. But if the capitalists’ skill and capital make the lux- 
uries of today the decencies of tomorrow for all, then capital will 
have achieved the complete triumph of its pre-ordained end. This, 
however, presumes the perfect social state. So long as the vanity of 
wealth is a ruling motive of acquisition, the interests of production 
forbid that “luxury should be restrained or any more generous im- 
pulses be forced on industry than those of the social state which sus- 
tain it.” The remedy is not physical—that 1 is, legal—regulation, but 
moral or self-culture. The capitalists’ wise expenditures for refined 
tastes create a healthy emulation in the masses; for these tastes, being 
open to all who will labor, will incite to the acquisition of wealth. 

But if the population lacks self-respect and prudence, the increase 
of industry achieved by the capitalists will not save labor from a 
wretched fate. The positive check of destitution comes into play 
‘where prudence and reason can no longer reach the man gravitating 
downward into the abyss of his animal nature.” Thus physical relief 
to the poor is the most vicious form of aid. Only by a thorough “edu- 
cational” process can they be restored to mankind and placed under 
the higher law of self-guided and responsible action. 

The “luxurious vanity of the higher, and improvident squalor of 
the lower class are natural counterparts,” Bascom wrote. The splendor 
at the upper extreme shines too remotely to quicken the despairing 
life at the lower, and “the repulsive garb and aimless inanity of the 
lower are too great a gulf to secure the sympathies or command the 
fear of the higher.” The very fact that the highest rank is not free 
of vanity evidences the greater viciousness of the lowest. But intelli- 
gence follows prosperity and works its way from the capitalist down- 
ward to the “mean and menial life” of the mass. Only as the capitalists 
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rise in wealth, and thus in virtue, can the lower follow the prosperity 
of the higher life. It is only of slight concern that in the early stages 
of production, and hence of culture, capital is grasping, eager to con- 
sume itself in individual luxury; for much of labor at the time is 
“reckless and improvident, using its advantages like the food of 
lepers” only to nourish and strengthen a social disease. 


But from New York City, where formal American economics of 
the free-trade tradition may be said to have begun, came expressions 
of another dominant sentiment in financial matters which Mc Vickar 
and the New England lights would have considered the heresies of 
the mass. Most prominent in this movement was George Opdyke 
(1805-1880).*t He was descended of old colonial stock. His father 
was a New Jersey farmer. Opdyke had only a rudimentary country- 
school education, but an enterprising spirit. At the age of twenty, 
in 1825, he went to the wilderness of Cleveland and engaged in mer- 
chandising. Business was not profitable enough, and in the following 
year he went to New Orleans, where he became a clothing manu- 
facturer. 

He acquired a competence and sought better pastures. In 1832 he 
came to New York, where he became a textile importer and leading 
figure in the Chamber of Commerce. He also became interested in 
banks, insurance companies, and railroads. In politics he started as a 
Democrat, then became a prominent figure in the Free Soil Party to 
oppose the extension of slavery, and finally turned to organizing the 
Republican Party. But, while opposed to the extension of slavery, 
he did not favor equality of black and white; on the contrary, after 
the Civil War he bitterly opposed giving the vote to the freedman. 

Business and politics did not occupy all of his time. He kept up his 
reading, studying, among others, Jefferson, John Stuart Mill, Ben- 
tham, and Comte. In 1851, at his own expense, he published A Treatise 
on Political Economy. Mill’s book, he said, like other scientific works 
on economics, is the product of a mind reared and educated under 
political institutions different from those of America. Opdyke aimed 
to supply a work suitable for America’s republican institutions. 

All phenomena connected with wealth are produced by and sub- 
ject to uniform natural laws, he declared. He opposed the extension 
of slavery, but he also opposed easier western settlement, at least to 
the extent of denouncing “land reform.” 

The just principle of land distribution is the American public land 
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system of sales at a minimum price and to the highest bidder. All have 
an equal chance and pay an equivalent for the exclusive right over 
land. If the locality is adapted to commerce and the arts, the equivalent 
will be high in comparison to agricultural sites where less skill is 
required. Some sections will remain unsold, but when the swelling 
tide of industry and capital has made the minimum price the true 
money equivalent of the remaining sections, they too will find pur- 
chasers. 

Land does not possess real value in fact. Its value is the reflection 

or counterpart of capital either placed on it or standing ready to aid 
in production. This shows that the value of unappropriated land is 
nothing, but it cannot be given away because of government ex- 
penditures to extinguish Indian titles and make surveys. 
- Under the present system proprietors acquire their rights by pur- 
chase in an open market or by inheritance of lands originally ob- 
tained by purchase. Therefore no one becomes a landowner without 
giving an equivalent in exchange. Even when the lands are fully 
occupied, equality is maintained by forbidding entail and primo- 
geniture. 

Opdyke of course opposed any restrictions on bequest and in- 
heritance of land. Land is inextricably blended with capital, and 
any legislative restrictions, like any attack on property, would de- 
stroy the stimulus to industry. 

Limiting public land sales to actual settlers, he said, is based on 
the vicious doctrine that land is a free gift for the common good. Pro- 
ponents contend that this proposal would prevent speculation and 
undue dispersion of the population. But as for dispersion, the market 
value of land cannot increase faster than population and capital. 
Speculative purchases occur frequently only in a period when man’s 
gambling propensity is fed by currency expansion and runs riot in 
all commercial activity. When the delusion is over the speculators 
must abandon their purchases because they are unprofitable. Fur- 
thermore, the measures would exclude from the benefit of a legitimate 
traffic in the public lands, purchases for investment or future settle- 
ment. The traffic would be monopolized by those able to settle im- 
mediately, and these in a good part are foreigners. In addition, to 
determine a bona fide settlement, motives must be investigated. This 
would lead to the odious insolence of the subordinate government 
agents. Finally, since individuals would find ways to circumvent the 
regulations, gambling in the national domain cannot be suppressed. 
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The proposed Homestead Acts are based on the false principle 
that society owes its members the means of support. Inalienability of 
homesteads amounts to confiscation of the property of creditors, 
who often are poor mechanics. Thus some western states have ex- 
empted from seizure for debt ordinary seized farms and agricultural 
implements, on the supposition that the “idle, the improvident, the 
unfortunate,” under no legal necessity to pay their obligations, would 
thereby be enabled to live off the industrious and frugal. At the same 
time, he advocated the Loco-Foco demand that ordinary commercial 
bills and notes not be enforceable in the court so that vexatious law- 
suits and extravagance would be reduced. 

The novel features of Opdyke’s treatise were his financial pro- 
posals. Commercial crises, he held, would be avoided if the bank 
notes were suppressed and government instead issued an inconvertible 
non-interest-bearing currency amounting at all times to ten times 
the population. Taxes would be less, but the primary objective was 
stability of prices. This also meant, in view of the gold discoveries, 
that the content of the gold coinage should be raised, but not the 
silver. True, since banks hold the gold, they would suffer from the 
change; but if the present mint price is retained, creditors would 
suffer. 

His modified views after the panic of 1857 met with less opposition. 
He had called on the banks to restore confidence by extending loans 
on good securities and credit of “undoubted security.” And this no- 
tion continued to guide his speculations. Crises, he held the follow- 
ing year, are not to-pe attributed to merchants and private bankers, 
but to the deposits of the New York City banks which control the 
banking system of the country. “All banks contract and expand in 
sympathy with New York banks. This central expansion sends its 
impulse to the remotest limits of the monetary system, enhancing 

rices, enlarging commerce, retail as well as wholesale, and thus 
calling forth an enlarged issue of bank notes to meet an enlarged 
demand.” Taking his stand on Mill, “than whom there is no higher 
authority,” Opdyke now declared that deposits are money, and since 
deposits arise from discounts, the discounts ought to be regulated.* 

In 1859 an impressive committee of New York merchants and 
bankers, of which Opdyke was chairman, recommended that the 
New York banks be forbidden to extend their loans, discounts, and 
other investments beyond their specie holdings and one and a half 
times their capital; that they be forced to maintain a 20 per cent 
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specie reserve against immediate liabilities exclusive of bank notes. 
New banks, before beginning operations, must have their capital 
fully paid up in specie, and all banks must cease making loans either 
directly or indirectly on stock. Second, all usury laws must be re- 
pealed. Third, Congress should suppress all bank notes under ten dol- 
lars by a tax or stamp duty. And, finally, the government should re- 
ceive gold from the people and issue certificates of deposit for it in 
sums of not less than one hundred dollars. 

The committee was careful to point out that they opposed all gov- 
ernment issues of paper money. Under the proposed measure the 
government receives gold in special deposit and the transferable re- 
ceipt enables every possessor of gold in effect to place it in circula- 
tion immediately. The public will have as full use of the gold as if it 
were actually passing from one person to another by an active cir- 
culation. The scheme furnishes not only a supply of coin available 
in case of need, but also a means for remittances throughout the 
United States. The measure, along with the suppression of small 
notes, would increase the metallic basis and operate as a powerful 
corrective to an undue expansion of paper money.** 


CHAPTER XXVIII 


The School of Wayland 


THE REVEREND FRANCIS WAYLAND: IDEAL TEXTBOOK WRITER 


HE problem of a proper free-trade textbook was solved with 
the publication of a popular treatise by the Reverend Francis 
Wayland (1790-1865), president of Brown University, in 
1837." He was a New Yorker by birth and education. Like the gen- 
eral run of academicians, his parents were of the lower middle class. 
His father, after accumulating a competence as an independent crafts- 
man, became a preacher to outlying, financially precarious Baptist 
churches. But when his father’s investments collapsed, young Way- 
land was forced to struggle for an education. 
Wayland received his college education at Union, where the 
faculty consisted of three members headed by the president, the 
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famous Reverend Eliphalet Nott, who was highly successful in ac- 
quiring a fortune for himself, in obtaining funds from the New York 
legislature for the college, and in teaching students the ways of 
God and the world. At Union, Wayland received a thorough indoc- 
trination in the Common Sense philosophy through the works of 
Dugald Stewart and Lord Kames. Graduating in two years, in 1813, 
he spent the next three years learning medicine in a doctor’s office, 
but after he got his license he decided to enter the ministry. This, 
too, proved unsatisfactory, and he accepted the professorship of 
mathematics and natural philosophy at his alma mater in 1826. Way- 
land had occupied the position hardly a year when he was appointed 
president and professor of moral philosophy at Brown University, an 
old Baptist institution. 

The thirty-one-year-old president admirably suited the aggressive 
commercial metropolis of Providence. One of his first acts was to 
add Political Economy and the “Evidences of Revelation” to the 
course of study. Wayland took an active interest in all the move- 
ments that a respectable person should, from acting as a visitor to 
West Point to promoting missionary enterprise. He wrote vo- 
luminously on current affairs, and even his sermons were by no means 
restricted to theological topics. In politics he was, as were the general 
run of college presidents, a Whig; but he was of the free-trade 
variety though with enough qualifications to find some encourage- 
ment to manufactures acceptable. 

He always stressed religion as the great force for maintaining social 
order, especially in a republican form of government. Stability was 
kept amidst political commotion by the balancing of the interests and 
passions of one class of the community against that of another; but, 
since the United States had only one class, the people, there were no 
political checks against the encroachment of a tyrannical majority. 
Hence the safety of American institutions depended on the people’s 
being restrained by moral principles.’ 

Personal liberty and private property are the great principles of 
moral science and the social fabric, he declared, in his popular The 
Elements of Moral Science in 1835, but personal liberty appears to 
be a derivative of private property in his analysis. “Justice” he dis- 
cussed in respect to property. Property, he said, is an exclusive 
right and is founded on the “will of God as made known to us by 
natural conscience, by general consequences, and by revelation.” 
Property is acquired directly by the immediate gift of God, as in the 
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case of land, and by labor. It is acquired indirectly by exchange, 
which is derived from the right of property. 

In the same category, Wayland placed possession as well as gift 
and inheritance. The latter included such cases as where a man has 
by fraud obtained the title, but rightful claimants having died, 
his claim is better than all others. Those making it thgir business 
to sell were not only bound to sell, but also at liberty to sell, at the 
market price. Just as a seller is obliged to sell an article without 
remuneration and even with loss if the price falls while the article is. 
in his possession, “so he is at liberty to sell it above a fair rerhuneration 
if the price advances.” Thus his chances are equalized. Besides, the rise 
in price attracts additional supplies to the place of scarcity, and thus 
the price is again speedily reduced to the ordinary and “natural 
equilibrium of supply and demand.” The seller is obliged to furnish 
goods at market price and market goodness, but he is not obliged to 
assist the judgment of the buyer. 

He justified interest on the familiar ground that the borrower has 
a profitable use from the money. Exorbitant interest is prevented not 
by usury laws, but by free competition. A debtor is not morally re- 
lieved by an act of insolvency. The more rigid the observance of 
contracts, the quicker the increase of capital, the greater the induce- 
ment to frugality, and the stronger the barrier against extravagance 
and vice. 

Poor laws are vicious, for they destroy the natural stimulus of self- 
help. “Where poor rates are the highest, the poor will be found the 
most discontented and lawless and the most inveterate against the 
rich.” In fact, any form of charity is bad except a certain amount of 
individual charity. 

By the explicit teachings of the Bible, he found that slaves are 
bound to obedience and submission “not only to the good and kind 
[masters] but also to the unkind.” Eyen resistance by the slaves to 
injury is not authorized. Acting on these principles, “the slave will 
achieve a purity of moral character” which the master as such 
can never attain. Any attempts by Congress to abolish slavery would 
violate the Constitution, which leaves the matter to the states. The 
aristocratic New York Review commented that on slavery Wayland 
“thinks as all Christian men think.” Congressional intervention would 
be the same thing as an individual’s attempting to impress his will 
upon others.’ 

It was not surprising that in the preface to The Elements of Po- 
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litical Economy which first appeared in 1837 and was slightly re- 
vised in 1841, Wayland stated that the principles of economics are 
so closely analagous to those of moral philosophy that almost every 
question in the one may be argued on grounds belonging to the other. 
Such a treatise should have been written by those having experi- 
ence in business, he said, but he had undertaken the task because 
there seemed little hope that men in active business would do so. 

Political economy is the science of wealth. Science means a sys- 
tematic arrangement of God’s laws so far discovered. “It is obvious 
upon the slightest reflection that the Creator has subjected the ac- 
cumulation of the blessings of the life to some determinate laws. 
Every one, for instance, knows that no man can grow rich without 
industry and frugality.” 

Wayland scrupulously avoided discussing slavery in his economics 
textbooks, but he said a great deal on private property. Labor will be 
applied to capital only in proportion as “every man is allowed to gain 
all he can.” Legislative interference with the individual’s freedom to 
employ his capital and labor as he chooses constitutes “public op- 
pression.” Being a Whig, he naturally found Jackson’s financial 
policies “oppressive.” He took his stand on banking with Condy 
Raguet, “one of the acutest and most learned political economists 
in this or any other country.” Government has no right to say that 
the circulating medium shall be specie if the people “desire” paper, 
so long as the notes are convertible. It is said that the bank, as a cor- 
poration, is a creature of the legislature; therefore the legislature may 
impose any regulations it deems desirable. But legislation never con- 
fers rights; it merely confirms the rights which previously existed. 
The act of incorporation is mérely a power granted by the legisla- 
ture to several individuals to do some innocent act as a group which 
any one of them could do individually without any legislative act. 
Therefore to levy taxes on a bank and exact bonuses for a charter is 
unjust and oppressive. A man might as well be charged for the right 
of trial by jury. It is said that the banks have a monopoly of money 
under the existing procedure of legislative grants, and therefore 
should be subject to particular legislation. But since the legislature, 
not the banks, created the monopoly, it may not plead its own 
wrong as an excuse for injustice. 

Where banks have engaged in fraud, they are generally banks 
which have been decidedly partisan in character—that is, founded 
out of favoritism. But the evils resulting from the system are charged 
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upon banks and bank directors instead of on the legislature from 
which all these evils emanate. In some of the states banking capital is 
taxed so heavily that honest management cannot obtain a fair profit. 
Consequently men of character and capital abandon banking, and the 
stock falls into the hands of the less scrupulous. 

So, like the Loco-Focos, Wayland called for a free-banking act, 
along with the elimination of small notes. Wayland said that he had 
discussed banking control extensively because a general disposition 
always exists to interfere with the right of capital. Men too fre- 
quently assume that capital available for loans is owned by the rich, 
that by overtaxing and oppressing it only the rich suffer, and the 
rich as a minority must bear the injury without any redress. But 
such capital easily eludes the grasp of oppression and is transferred 
to more congenial climes. The industry of the country will languish, 
its population diminish; and the majority will find too late that the 
blow aimed at the minority has recoiled upon themselves. 

Suspension of specie payments by the banks, though contrary to 
the obligations of the charters, is justified under “a universal and un- 
expected calamity,” as apparently happened in 1837. Of course, the 
ultimate cause of the crisis was that men had not been sufficiently 
religious and given to pious uses; this spirit would have moderated 
their acquisitive instincts so that they would seek gain by industry 
rather than by speculation and get-rich-quick schemes. The imme- 
diate cause of the crisis, he explained in two sermons published as 
The Moral Law of Accumulation, was the intense fever of specula- 
tion and consequent overissue of notes and credit in the absence of 
a Bank of the United States. Prices have necessarily fallen, but debtors 
should not attempt to avoid meeting payments contracted both at 
home and abroad at the high prices. Furthermore, the people, instead 
of hoarding specie, should deposit it in the banks so that the banks 
may resume specie payments. Banks which were solvent before the 
crisis are still solvent in fact. The only difference is that previously 
convertibility was an obvious guarantee that the banks would redeem 
their notes; now that guarantee is withdrawn, “and our only security 
consists of the confidence which we repose in their management.” 
If such confidence is extended, the storm will be weathered, because 
the banks avoid trying to get rich by extraordinary means and instead 
follow the practices to which they are not accustomed. 

The crisis can only be temporary, for the nation’s capital and labor 
have not been lessened. Famine cannot be the cause, for just before 
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the crash the laborers were so well off that they were demanding very 
high wages and returning less product. 

In the textbook he further explained that crises arise from the 
absence of a Bank of the United States, but they will cure themselves. 
When “the banks are disconnected” and prices are low, the increase 
of exports and consequently of prosperous business leads to excessive 
issues. Prices rise, specie is exported, and the bank must diminish 
loans. A universal crash of mercantile credit follows. This, however, 
works its own cure eventually. When a debtor fails, he assigns his 
property to the creditors—that is, he pays them in kind instead of 
in money. Hence his need of money ceases and by so much diminishes 
the demand. Since his property is sold at any price, prices are de- 
pressed still more rapidly; the comparative value of money is raised 
and hence it will be more readily imported. With the diminished de- 
mand and increased supply of money, equilibrium is restored and 
credit established on its ordinary basis. 

The banks in times of scarcity are sadly abused because they will 
not lavishly extend credit to hard-pressed merchants. Of course, if 
the banks acquiesced in the demands of the merchants they would be 
ruined. The merchants have only themselves to blame for their dif- 
ficulties because they wanted to get rich too quickly. 

Laborers especially benefit from banks, said Wayland, because 
with the credit they are in the position of men laboring with their 
own capital and reaping all the advantages of their skill, instead of 
laboring under an employer for a stipulated price. 

In accordance with the familiar wages-fund doctrine, he argued 
that if more children are born than can be supported by the laborers’ 
wages, some of them “must starve, or in some way or other die of 
want. The manner in which this occurs is painful to contemplate, 
though in some of the older countries, it is frequently seen.” Should 
capital increase more rapidly than the natural increase of population, 
wages will rise until they are so high that production can yield no 
profit. The deficiency of laborers would then be supplied by for- 
eigners. If the increase of capital is less rapid than that of the human 
race, the prices of wages must fall, the working classes will be dis- 
tressed, and they must either emigrate or starve. 

Of course, the United States is a country where capital is increas- 
ing faster than the population. Here distressing poverty is rare except 
that arising from intemperance or some other form of vice or in- 
dolence. The common laborer, if industrious, virtuous, and frugal, 
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may in a few years accumulate a valuable little capital. Since com- 
petition brings wages to their proper level, combinations among la- 
borers are not only useless but also expensive and unjust. They are 
expensive because they expose capital and labor to long periods of 
idleness. They are unjust because they deprive the capitalist of his 
right to employ laborers and the laborer of his right to dispose of his 
labor to whomsoever and on what terms he pleases. In an article he 
asked, “Who does not know” that these illegal organizations have 
“wrought the most grievous mischief, both to the capitalist and la- 
borer?” * The “tyranny of trade unions” is, like legislative interfer- 
ences, destructive of industry, he explained in the textbook. 

Female laborers are low-paid partly because they have home sup- 
port and partly because the customs of society restrict the fields of 
employment for females. Hence the establishment of a manufactory 
which furnishes a new mode of female employment advances its price. 
This even holds for labor in general. Everyone knows that if an 
opulent man comes into a community destitute of capital and estab- 
lishes a manufactory, wages are doubled. 

Poor laws or any charity to the able-bodied, he again attacked on 
the ground that “labour will be applied to capital in proportion as 
every man suffers the inconvenience of idleness.” They would end 
property because they assume that “the rich are under obligation to 
support the poor.” Thus they lead to insubordination, and the poor 
demand that they be supported in the style of the rich. The super- 
annuated, the sick, and infants in public workhouses not only pro- 
vide for their own support but yield a revenue to the public. Prisons, 
if conducted on the same principle, as they should be, would also pay 
for themselves. 

Wayland castigated stock-market operations by admonishing “the 
uninitiated, who wish to escape these dangers, tobe . . . careful how 
they speculate in stocks.” As he put it elsewhere, men generally fail 
because they either timidly “shrink from a reasonable risk, or, allured 
by the promise of extraordinary gains, peril their all in too hazardous 
investments.” ® 

He even subjected education to the traditional principles of eco- 
nomics. He favored general common education, but its expense 
should be met only partially by public funds, “for no man values 
highly what he gets for nothing.” The state should subsidize higher 
learning, however, by supplying funds for buildings, instruments, 
and books. This benefits the poor, for otherwise only the rich could 
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afford the tuition necessary to pay a return to the promoters. 
The tendency toward cheaper higher education in the form of free 
tuition is bad because, by reducing the cost to students, the quality 
will be lowered as the quantity is increased. Scholarships for poor 
students, he said elsewhere, are bribes, for “a college education ought 
to be good enough to be worth having,” and not such that “you are 
glad to give it away.” His answer to the Columbia authorities who 
sought his advice on the organization of a university was: “Apply the 
common principles of business.” ® 

Wayland urged that missionaries teach economics to the heathen 
because it is the best thing to stimulate those emerging from bar- 
barism.’ But equally, if not more in need of its ministrations, are the 
cities, for there the masses, with “intellects quickened and passions 
inflamed by the progress of civilization, are passing their probation 
under moral conditions vastly more awful than those of the most 
benighted heathen.” * Sunday schools therefore should also teach 
economics. In the forties he felt that even large numbers of the re- 
spectable needed sound economic teaching on the question of the 
“repudiation” of state-guaranteed bonds. In sermon and article he 
denounced this action as a violation of the principles of religion, gov- 
ernment, and economics. 

Wayland granted that in various cases the action of state agents 
in floating the bonds and the like had been illegal, but “to keep the 
great fountain of power and justice pure and to maintain the state’s 
credit, the most enlarged and liberal rules of equity should be ob- 
served.” The people are violating the great principle of innocent pur- 
chase. Society could not get along without it, since it is most often 
applied “to the sales and transfers of negotiable securities.” 

Whether the funds were ill or well used is irrelévant in a republic 
where the people control. It is our fault for preferring knaves to hon- 
est men, party to country. “If we choose to gratify our partisan 
animosities, if we are willing to be led into folly by artful and selfish 
demagogues, we must, like men, meet the consequences of our... 
actions.” The punishment of the loss of the few millions squandered 
might be the greatest blessing if it should lead us to elect “men of 
honour and probity.” 

Curiously enough, Biddle and the bank appeared in the discussion 
as innocent victims of Jackson’s wrath. The issues had been floated 
during the great speculative period of the thirties, he said. The ex- 
cessive speculation had been caused by the war on the bank, the 
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removal of the deposits, the chartering of numerous banks, and the 
great extension of credit by the Bank of England to houses in the 
American trade. In fact, the Bank of England was the principle though 
a guiltless source. If it had curtailed credits in 1836, the speculation 
would have been gradually reduced. But the bank could not have 
been expected to know that the high prices then prevailing in 
America were fictitious. Thus, once difficulties began, it was neces- 
sarily forced to restrict credit drastically. However, the speculation 
was merely an incidental feature of the great industrial development 
of the country. Since the bonds had been devoted to purposes going 
in the right direction, the state could and should now or in the im- 
mediate future redeem the bonds.® 

As the cry for tariffs and government relief became more in- 
sistent with every depression, Wayland became increasingly adept 
at mollifying the one and denying the other. Speaking before the 
Rhode Island Society for the Encouragement of Domestic Industry 
and the Rhode Island Horticultural Society in 1852, he informed 
the manufacturers that they ought to depend more on themselves. 
In such a situation, if they do not get a rise in a tariff, they will be 
less despairing and less in danger of bankruptcy; if they get the rise, 
so much greater their profits. He told the farmers that the effects of 
the depression and Ricardo’s law of recourse to soil of less fertility 
might be remedied by establishing manufactures, for these provide 
fertilizing materials and a home market.?° ; 

At the same time, he insisted that to stop the decline in college 
attendance the curriculum must be changed to suit the need of pro- 
spective manufacturers and merchants because these occupations have | 
become more important than the professions. Granting the desire 
to pay, every man has the right to the education which will be of the 
greatest value to him in the prosecution of useful industry. Progress 
today is through the useful arts, and if the college does not alter its 
curriculum accordingly, the competition of new schools so organized 
will be disastrous, he informed the Brown University corporation in 
1850. So he advocated a rather thorough elective system, along with 
extension lectures, whereby candidates could restrict themselves to 
specialized training in a useful occupation, from agriculture to op- 
tics, and obtain certificates in two or three years. The classics, for in- 
stance, should be allowed to die if they lack students. Lectures be- 
fore jewelers on the chemistry of precious metals are in the proper 
direction.1! Under the “new system,” he had a separate professorship 
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of “history and political economy” established, and to it was trans- 
ferred the professor of rhetoric, William Gammell, his former stu- 
dent. 

He did not change his viewpoint on the sanctity of slavery in the 
southern states, but in 1854, like the northern Whigs in general, he 
lashed out against the Kansas—Nebraska Bill that extended the area 
of slavery. Heretofore “the southern people would hear Dr. Way- 
land, after they had ceased to hear any other northern man.” Hence- 
forth he, too, was denounced and his textbooks were excluded from 
southern institutions.” 

But in the North his textbooks continued to be standard. His book 
on economics went into many editions, and it was even translated into 
Armenian. It superseded Say, except in the rare cases where the 
teacher wanted to use a more subtle work. 

To supply the great market offered by the lower schools, Way- 
land prepared an abridgment. But in this market he ran against 
the competition of writers who were able to abridge his work still 
further. 


WAYLAND’S IMITATORS: MARCIUS WILLSON, ANDREW W. YOUNG, 
SAMUEL G. GOODRICH 


First there was Marcius Willson (1813-1905). He was born in 
Massachusetts but raised in New York. He, too, went to Union Col- 
lege, and after graduating at the relatively advanced age of twenty- 
three in 1836, did a considerable amount of secondary teaching in 
the state. But he spent most of his time writing a large number of 
elementary textbooks ranging from spelling books to histories. 

A year after Wayland’s original “advanced” book appeared, Will- 
son published A Treatise on Civil Polity and Political Economy for 
the elementary schools. 

The most important knowledge an individual should acquire, he 
wrote in the preface, is that which will enable him honorably and 
usefully to fill the station which by “birth or fortune” he is destined 
to occupy. It is essential in a country in which government is de- 
pendent directly on the people to spread sound principles, for if public 
opinion is unenlightened, nothing can save us from the evils of any 
destructive, disorganizing popular delusion. 

Willson’s authorities on “Civil Polity” were the Commentaries on 
American Law by the unreconstructed Federalist, James Kent, and 
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the Commentaries on the Constitution of the United States by Joseph 
Story, who commencing as a follower of Jefferson, became a sharp 
critic of Jackson’s policies, especially on the bank, and was simul- 
taneously associate justice of the United States Supreme Court, pro- 
fessor of law at Harvard, and a bank president. 

Political economy, Willson wrote, is just beginning to receive 
that attention from the friends of popular education which its im- 
portance demands. It is now introduced into most colleges and 
schools of a higher order, but as yet the texts are too voluminous for 
adoption in high schools and academies. This work he was now sup- 
plying. He said that in compiling this part he had principally con- 
sulted Smith, Say, and Wayland’s “excellent manual.” In fact he 
took pride in stating that the first twenty-three pages of his section 
was little more than an abridgment of the first 145 pages of Wayland. 

Willson avoided the slavery issue. He set forth the familiar virtues 
of industry and saving, decried usury laws ‘and the “war” on banks 
as a violation of the immutable principles of political economy. The 
banks, he wrote, could have easily weathered the storm in 1837 if 
they had had sixty days in which to meet their notes. But sudden 
presentation of bills forced the suspension. However, could they 
have delayed the redemption and thus prepared to meet them, this 
would have been worse than the suspension, for the loss of so much 
circulating medium would have been fatal to commerce. 

He also denounced monopoly. Monopoly, as Wayland declared, 
is an exclusive right granted to a man or a company to employ labor 
and capital in a particular way, such as the East India Company. 
It is reprehensible. But patent rights and copyrights are not such 
monopolies since no right is taken from the community. The law i in 
these cases merely i interposes to guarantee a man the work of his own 
industry. Further, certain businesses may rightly be the subject of 
monopoly in the interests of the general welfare, such as building 
bridges, railroads, canals, for they would not be undertaken unless 
competition was prevented. 

On the tariff Willson rather closely followed Wayland’s free-trade 
views but allowed a little more leeway for protection, especially in 
the case of war supplies. 

He avoided taking a too obvious stand on controversial issues in 
the part of his treatise devoted to political economy, but he had less 
reticence in discussing these issues in the “Civil Polity” part. There 
he declared that the rechartering of the Bank of the United States in 
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1816 had restored credit and a healthy action to the money market. 
In 1832, despite passage of the recharter measures by both houses 
of Congress, Willson continued, it was rejected by Jackson’s veto. 
However, the constitutionality of a national bank is settled by the 
favorable decision of the highest tribunal in the Union, the Supreme 
Court, which is the protector of the Constitution and the sovereign 
arbiter between the states. 

On the question of internal improvements, Jackson, he said, has 
exercised his veto. But the Supreme Court, while giving no direct 
decision, has decided that a contemporary exposition of the Con- 
stitution practiced and acquiesced in for a number of years, fixes the 
construction of the Constitution, and the court will not alter or 
shake it. It has also decided that there is nothing in the Constitution 
which excludes incidental or implied powers. This shows an inclina- 
tion in the Supreme Court to sustain the power, and it appears to have 
been sanctioned by public opinion. 

Congress can even impose “protective” duties under the general 
power to promote the general welfare. If Congress deems the pro- 
tection of domestic manufactures necessary to promote the general 
welfare, the Constitution certainly gives it the power. The question 
is one of policy, of expediency, not of rights. Willson did not even 
question the inspection laws of the states on articles for export which 
charged a fee ostensibly to pay for inspection. Such laws improve the 
quality of articles produced in the country, he declared. 

But he apparently had some doubt as to the wisdom of the coun- 
try’s easy naturalization law. America is the only country having a 
general law of naturalization. Elsewhere it is a matter of special 
favor and is never extended to allow foreigners eligibility to higher 
offices. 

Willson’s book enjoyed a large sale and went through a number 
of editions. Helping materially in its wide distribution was the 
fact that it was published by the American Common School Union, 
to which Wadsworth financially contributed. 


Another New Yorker was even more successful than Willson in 
the lower-school market, with a treatise also based on Wayland. He 
was Andrew W. Young (1802-1877). He was born and grew up in 
western New York and received his education in the common schools. 
He began teaching school before he had completed his fourteenth 
year, and then alternated between farming and teaching until he 
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was twenty-one. After that, for several years until 1830, he was in 
the mercantile business, then came five years as a newspaper pub- 
lisher. Finally he devoted most of his time to writing treatises and 
histories, except for such interludes as service in the New York As- 
sembly in 1845-1846 as a Whig and in the state constitutional con- 
vention of 1846.8 

Young published in 1835 Introduction into the Science of Gov- 
ernment, designed for both elementary schools and the family li- 
brary. His authorities in government were those “invaluable Com- 
mentaries of Story and Kent.” Willson, it seems, had borrowed 
Young’s discussion of government, and in turn, Young, doubtless im- 
pressed with the success of Willson’s book, added a “brief treatise 
on Political Economy” to his later editions. The preface stated that 
the compiler had consulted Smith, Say, and Wayland, though he 
had “not, however, on all subjects adopted the opinions of the 
authors.” The basic difference from: the Willson and the Wayland 
texts consisted of the addition of a cautious “historical” chapter on 
the tariff which showed its beneficence. It “showed” that the coun- 
try had prospered under the “protective” system which he assumed 
was still in existence. Of course, he said, the unequal distribution of 
wealth was caused chiefly by differences in industry and economy. 

In defining monopolies, he declared, as had Wayland and Willson, 
that the objection to monopoly is not valid against all companies in- 
corporated by public authority. Corporations are sometimes created 
which are of great public utility. Road, bridge, and canal companies 
are not monopolies, strictly speaking, because users derive a benefit 
greater than the price they pay for the services, and also because 
every person is free to use any other public road or channel of trans- 
portation. The objection that the proprietors of these companies 
reap great wealth from them is irrelevant. Such risky and expensive 
undertakings require liberal remuneration to entice prudent capital- 
ists. 


Wayland’s work reached far into the community. The American 
edition of the exceedingly popular encyclopedia, Chambers’s In- 
formation for the People, contained an acknowledged abridgment 
of Wayland in place of the original English article on “Political 
Economy.” 

The New England publisher and good Hamiltonian, Samuel G. 
Goodrich, went a step further and abridged the encyclopedia abridg- 
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ment to twenty-seven pages in his Glance at Philosophy which was 
in his popular Parley’s Cabinet Library. If the country’s capital is too 
great for the number of laborers, he wrote, capitalists will overbid 
for labor, and its price will rise. The condition of the people will be 
bettered; a smaller proportion of children will die. If this additional 
supply of labor will not supply the deficiency, laborers will emigrate 
to other countries where the proportion of capital to labor is less. 

On the other hand, when the proportion of capital is small, la- 
borers will underbid each other, and their price must fall. The condi- 
tion of many laborers will become worse. They will either starve or 
migrate. Many children and weak and sickly persons will die of the 
diseases consequent upon hardship and exposure. In this way the 
number of human beings will be reduced until the supply of labor is 
adjusted to the amount of capital. 

Stocks, or in general any other investment, will bring a price in 
the market in proportion to the amount of interest they yield, Good- 
rich wrote. Thus, if the market rate of interest is 6 per cent and the 
stock yields double, an original stock of $100 will sell for double. 
This also applies to land. If an acre yields $18 profit, it will naturally 
sell for $300. And the same principle applies whether the land is used 
for tillage or for dwelling houses. 


CHAPTER XXVIII 


The Northern Protectionists 


DANIEL RAYMOND: WHIG LOCO-FOCO 


HE protectionists still had some of their old valiant cham- 

pions around, though most of the protectionists were cau- 

tious during the period the compromise tariff was in force, 

1833-1842. The support for this free-trade tariff was complicated 

by the strange alliance of ardent southern free-traders and northern 

protectionists to fight Jackson on the Bank of the United States and 

other financial issues. But once the defection of southern free-traders 

from the Whig alliance began and the Whig Party won the election 
of 1840, the protectionists became more strident. 
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The Marylander Daniel Raymond, who was more northern than 
southern in his general outlook, continued in his old mood. He 
prefaced the last edition of his treatise, now called The Elements of 
Constitutional Law and Political Economy (1840), with an exposi- 
tion on the Constitution that would accord with his brand of pro- 
tectionism. This he did at the suggestion of the conservative ex- 
provost of the University of Pennsylvania, the Reverend Frederick 
Beasley, who thought such an addition would make Raymond’s 
treatise an excellent manual for the schools. In that period, when 
all good Whigs were vigorously asserting their belief in the people, 
Raymond was not engaging in heresy when he declared that the 
maxim that the voice of the people is the voice of God, is a sound 
maxim in politics. Of course, he qualified it by saying that the maxim 
does not hold in religion and morals, and that the voice must be 
the voice of the “constitutional majority”—that is, Congress. He 
added that the government is republican, not democratic, for only 
one branch, the House of Representatives, is democratic. Since no 
party has ever opposed the organization of the Senate or the mode 
of electing the President, there never has been a thorough democratic 
party in the country. Furthermore, Congress is restrained by the 
Law of God, the Law of Nations, and the Constitution. With these 
qualifications, when the Constitution is silent, the people, “acting 
through Congress, can pass any act they please,” and their decisions 
are right. Since the Constitution is silent on the national bank, the 
“people” were competent to decide that they had the power to 
charter the bank. At a subsequent period they decided that they did 
not have the power, and both decisions were right. Again, the people 
decided that they had the right to purchase Louisiana, and the deci- 
sion was right. But then came a qualifying action. They could not 
reverse this decision because it vested certain rights which cannot 
be divested. Raymond’s ambiguous use of the Constitution provided 
a constitutional justification for the tariff; of course, they could re- 
peal all tariff laws, but it would be disastrous. As before, he found an 
ever-increasing need for tariffs. 

The government’s surplus revenue should be devoted to public 
works, but they must be strictly for public purposes and should not 
interfere with individual enterprise. As a general rule, individual ex- 
penditures are better than public expenditures because individuals 
appropriate and consume the share of the nation’s revenue that falls 
to them according to the natural division of property, labor, and skill. 
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Raymond’s discussion of corporations, though elusive, ended on 
a familiar note. Public corporations, he said, are those that possess 
public franchises or prerogatives of government which no private 
individual can possess or exercise without a state grant. This includes 
turnpike, canal, and railroad companies with their right of eminent 
domain, water and light companies with their right to break up the 
streets; and banks with their power to manufacture money. It is too 
late to question the constitutional right of the legislature to grant 
these public franchises, but the legislature always should retain a 
supervisory control over them to prevent them from taking ad- 
vantage of their monopolistic position. Raymond, however, gave no 
details of the proper supervision, except on banks. 

Bank companies should be stripped of the power to issue notes, 
and the currency should be composed, as Vethake argued, of specie 
and treasury notes. But this discussion, like that of Vethake, again 
was full of such ambiguities that Raymond could appear to be both 
for and against a Bank of the United States depending on whether 
it was in existence or not, and also be in reality opposed only to the 
chartering of new state banks. 

In a pamphlet he wrote in 1841, Raymond supported Tyler’s 
exchequer plan, but wanted it stripped of any features that might 
lead to government competition with private banking. The govern- 
ment note issues should be limited to its revenue and be fully backed 
by specie; no deposits of specie should be accepted, and in no way 
should it deal in domestic exchanges directly. There is a great out- 
cry, he wrote, over the “ruinous” rate of exchange, its “dearness,” 
and the necessity of the government’s doing something to cheapen 
exchange. But the source of the evil is in the currency, not in the 
exchange. Let the government regulate the currency so as to make 
it of sound and uniform value, as the exchequer plan does, and the 
“exchanges will regulate themselves”—that is, “the demand and sup- 
ply will regulate them, the same as demand and supply regulate the 
price of everything else.” * 

He was explicit in his approval of “private corporations.” Private 
corporations, such as those for manufacturing, insurance, and banks 
without the note issue privilege, are exceedingly convenient and 
beneficial to the public. The act of incorporation allows the com- 
bining of small amounts to obtain the necessary large capital to op- 
erate. The only effect of a charter is to make a unity from a multitude 
and enable them to transfer their property without the legal impedi- 
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ments which attend partnership transactions. A corporation pos- 
sesses no franchise or privilege which private citizens do not possess. 
These private corporations may be multiplied indefinitely without 
damage to the public, provided they are secured against the depreda- 
tions of stock jobbers and speculators. These obtain control of a 
corporation in order to victimize the stockholders. Knowing that the 
market value of the stock is regulated by the dividends, they reveal 
nothing to the stockholders of the company’s operations; but, de- 
pending on whether they want to buy or sell stock, they issue divi- 
dends under or above actual earnings. This abuse can be prevented 
by forcing the companies to make accessible to the stockholders an 
annual balance sheet; and unless the charter provisions are to the con- 
trary, all profits must be distributed to the stockholders. 

Raymond’s last contribution was an article written in 1848 in the 
American Whig Review. In it he denounced the Democratic Admin- 
istration for suggesting that a reduction in the price of public lands 
from $1.25 an acre might lead to an increase of revenue from that 
source, and thus require less from the tariff. The public lands, said 
Raymond, are cheap at the price, and the reason they do not sell ex- 
tensively is simply because they are not wanted. Consequently, low- 
ering their price will not increase the revenue. The Administration 
should understand that a protective duty is wanted, among other 
things, to secure for the farmers of the Ohio a steady and sure mar- 
ket at their door for all the products of their farms instead of leaving 
them to seek a market across the Atlantic. Thereby they can make 
their exchanges in Cincinnati instead of Liverpool.? 


The northern protectionist economists made up for the defec- 
tions from their ranks by the increasing dogmatism of their views on 
all questions. 


WILLARD PHILLIPS: SPOKESMAN OF MATURE MERCANTILISM 


Willard Phillips, writing in 1838, was disturbed that most econo- 
mists were evolving too complex explanations in arriving at a theory 
of value that would justify the return on land. It is pointless and em- 
barrassing to attempt to prove that the value of land is created by 
labor, he declared. In the United States the land is an instrument of 
production of a certain value in the land market and yielding a cer- 
tain rent and paying a certain tax. Whether the value has been dug 
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up from the earth or rained down by the sky is of little interest. 
Economists should hold fast to value as exchange or market value. 
But in the course of showing how simple value theory becomes when 
so viewed, Phillips entered into what was perhaps more lia 
an inquiry into commercial cycles. 

For instance, said Phillips, a seller in a community where con- 
fidence is strong, credit easy, and enterprise rife holds out for high 
profits on the presumption that he can easily liquidate his debts and 
acquire a competence any time. But the indebtedness reciprocally 
accumulates and augments, and a network of obligations embraces 
the entire community. Eventually a crack occurs, the network trem- 
bles, and he is dragged down by his creditors in the process of at- 
tempting to collect his own debts. The only way he can acquire 
money is to sell his assets. Since all others do likewise, prices fall— 
“that is, value in money, not value in other commodities.” 

The market thus has its “cycles of five or seven years, perpetually 
recurring. . . . The causes of the variation are so multiform and 
occult . . . that the changes” are more perplexing and inscrutable 
than the motions of the celestial bodies. The latter can be computed, 
demonstrated, and predicted, whereas the most that science or experi- 
ence can do in regard to commercial phenomena is to prognosticate 
as sailors do the weather. This great current of the market is irregu- 
larly disturbed by eddies, cross-currents, and counter-currents of the 
market value of particular commodities, owing to local and tempo- 
rary causes of greater or less extent and duration. 

These causes of value must be rightly understood for any subse- 
quent inquiry of the science. But this is really easy. It simply requires 
that the teacher skillfully and clearly present all the topics in a con- 
nected view, assigning a just proportional importance to them. “It is, 
in general, merely the exhibition of what will be obvious to the in- 
telligent reader on a mere statement, without proof or argument.” 

Capital is likewise not hard to define, for it means simply “those 
transferable deliverable things which bear a market price.” Thus a 
slave is capital, but not a freeman. The capacity of a freeman to 
earn wages is as good as capital, since it affords an income; but, though 
he can agree to use this faculty for another, this is an agreement and 
not the onstes or delivery of a thing. Wages are sotieuhiae in the 
nature of a combination of rent and interest. 

Phillips strongly auneote ne Lepslaion for “inventors,” in- 
cluding importers of “improvements.” In his The Law of Patents for 
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Inventions (1837) he included an elaborate defense of patents. He 
took the familiar ground that patents are necessary as a recompense 
and reward to the inventor for benefiting the public. 

If the inventor is not granted an enelsoe monopoly for a period, 
and instead is “exposed to a universal competition in the manufacture 
and use of his invention, the probability is that others will turn it 
to better account than he can himself, since the chances are very 
great that some one may possess greater advantages for prosecuting 
the manufacture and selling the ariecle Thus without some assist- 
ance from the legislature he will be dispossessed of his rights. 

The granting of a patent is not a mere matter of favor by the sov- 
ereign authority, as some jurists contend, but an equitable and just 
claim to the protection of individual industry and private property. 
Though property in a discovery, just as in land, “originates in and is 
created by legislation, the right to such property exists to an imper- 
fect degree independently of positive laws. . . . The inventor has 
a right to keep his secret, and if he discloses it, he has a just claim 
to remuneration and reward, according to the amount of his expendi- 
ture, and the importance of his improvement.” 

Another reason for granting this species of monopoly is that by 
stimulating new inventions and improvements, it allows the com- 
munity to obtain greater amounts of luxuries, conveniences, and 
necessaries at the same expense. This entitles the inventor to a re- 
ward in addition to a return for his time, labor, and outlay. It would 
be considered paltry to maintain that a general who has achieved a 
victory is sufficiently compensated by his pay during the time he 
gave to the achievement. Certainly without the protection of a patent, 
people would not undergo the costly expense involved in invention 
and improvement. 

The really critical point that Phillips raised was that the granting 
of patents should not be too rigorous, as in England. There in the 
House of Lords, Lord Kenyon had denounced the patent system as 
bringing about the oppression of “inferior mechanics”—the small 
manufacturers—by the opulent ones. Phillips answered that such 
oppression, if it really existed in England, is due to the illiberality of 
interpretation of patent acts by the English judges. Their rigor 
renders patents precarious, consequently only people of great for- 
tune speculate in this species of property. Heavy taxes on patents 
have the same effect. 


The judge whom Phillips extolled as the great authority on 
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patents was none other than Supreme Court Justice Joseph Story. 
Story, Phillips declared, rightly held that the “inventor” was not to 
be subject to any “over-nice critical refinements,” and should not 
be forced to “fritter away his rights upon formal and subtle ob- 
jections of a purely technical character.” 


Phillips was naturally cautious on the tariff in the period of the 
compromise.* However, by the time he wrote his second treatise, 
Protection and Free Trade, in 1850, he could be outspoken in its 
defense. And all the while Phillips, like the other protectionists, was 
keenly aware that the “commerce” which he formally attacked in 
espousing protectionism was still the great interest. This was perhaps 
best evidenced by the successive and enlarged editions of his Treatise 
on the Law of Insurance which practically confined itself to mari- 
time insurance. 


THE ‘PUBLIC ECONOMY” OF THE REVEREND CALVIN COLTON 


Most flamboyant in defense of protectionism, once the issue was 
wide open for political controversy, was the Reverend Calvin Colton 
(1789-1857), graduate of Yale. After trying his hand in the pulpits 
of both the Congregational and the Episcopal churches and finding 
that his voice was “failing” him, he engaged primarily in helping the 
political career of Henry Clay. He wrote Clay’s campaign biog- 
raphies, published his works, and fervently espoused the various 
aspects of the American System, from a private national bank to a 
tariff, as occasion warranted. 

In the campaign of 1840, while eulogizing the Whig candidates 
as the real democrats and denouncing the Democrats as aristocrats, 
he charged that Brownson’s Laboring Classes represented the das- 
tardly views of the Democratic Administration. It sought the “aboli- 
tion of Christianity and Education” and advanced “the most radical 
agrarianism.” The right of bequest was “dearer to man than all other 
rights.” * In the campaign of 1844, with Brownson still supporting 
the Democrats, Colton felt that Brownson’s claims to conservatism 
were merely subterfuge. But at the same time Colton claimed that 
he himself was always for the “rights of labour.” The trouble with 
the English economists, as Nathan Appleton and other New England 
industrialists have pointed out, is that they argue that capital obtains 
all the profits and labor obtains none. Their conclusions follow 
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from their breaking down income into rent, interest, and profits. 
But this denotes a feudal state of society which is not tolerated by 
American institutions. Even operatives in the Lowell factories could 
save 50 per cent of their wages. On the other hand, corporations are 
very useful and should be freed from hampering regulations by the 
the state. The “abolitionists” causing schism in the Whig ranks he 
denounced as seditious, and he hurled anathema on them for ap- 
pealing to religion. Slaves, he said, should not be discussed in decid- 
ing the rights of labor, for slaves are property and need no more be 
considered than horses. 

Colton claimed, however, that the annexation of Texas would 
fasten slavery more firmly on the country, and that the new territory 
would hurt the South because of the new competition in cotton from 
more fertile lands. Colton opposed a liberal public-land policy as de- 
priving the old states of a share of the profits of the sales.° But he 
conceded that such expansion, whether of slavery or western settle- 
ment, would weaken the growth of manufacture. However, he was 
willing to forego his opposition to westward expansion wherever cor- 
porate enterprise that fitted into the American System might be 
benefited. 

Thus in 1850, in a lecture at the Smithsonian Institution, he pointed 
out the great commercial and spiritual advantages of a privately con- 
structed but government-aided railroad to the Pacific. This road 
would be “the highway of Christianity” to the heathen and provide 
a hospitable refuge with a comfortable independence for the surplus 
destitute population of Europe. Of course, it was to be built under 
private supervision because government construction would cost at 
least three times as much. Under the plan, land grants and a share 
from government land sales would be given the enterprise.® 

Colton’s systematic treatise on the tariff, Public Economy for the 
United States, which appeared in 1848, had a mass of statistics of 
little relation to his arguments. He preferred, he said, the term “public 
economy” to “political economy” because the word “political” has 
been abused. Public economy is “the application of knowledge derived 
from experience to a given position, to given interests, and to given in- 
stitutions of an independent state or nation for the increase of public 
and private wealth.” The great principle is freedom, but “freedom con- 
sists in the enjoyment of commercial rights, in the independent con- 
trol of commercial values fairly acquired.” Commercial rights or 
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values are property rights; for freedom must be distinguished from 
liberty. 

A tariff is essential to secure freedom. Freedom is a thing of “com- 
mercial value,” and the parts of the world most free require protec- 
tion against those less so because the sole object of protection is to 
maintain and fortify freedom. Protection as opposed to free trade 
thus accords with the principles of the American Revolution. Of 
course, labor is the great beneficiary, for labor is capital and the 
parent of all capital. 

In 1851 the Whig International Monthly Magazine reported that 
Colton’s voice had come back and he was once more preaching. The 
following year the Episcopalian Trinity College at Hartford, Con- 
necticut, established the chair of “public economy” for the sixty- 
three-year-old Colton.’ But apparently it was intended as a sinecure. 
His duties were nominal, his residence continued to be New York 
City, and after his death in 1857 the chair disappeared. While he 
was there his treatise replaced Wayland’s. 


JOHN RAE’S SOCIOLOGY OF CAPITAL 


The ablest treatise on the protectionist side was written by a 
Scotsman who migrated to Canada, John Rae (1796-1872).* Rae’s 
cast of mind was like Cardozo’s, some of whose ideas he shared, 
but he had the benefit of a university training. Few of the economists 
of the day possessed Rae’s ability and erudition. He had a wide variety 
of interests. He was an inventor; wrote on geology, aeronautics, 
linguistics, medicine, education, and the social sciences. But most of 
his writings, like his inventions, never saw the public eye. 

He was born in Aberdeen, Scotland. His father, who was a mer- 
chant, was in comfortable circumstances, and Rae attended the Uni- 
versity of Aberdeen. But his career was that of the serious scholar 
who had a strong will of his own. At the university he presented 
some mechanical ideas to the professor of mathematics, but the 
latter viewed them as impractical, though “sound in theory and in- 
genious.” Rae dropped the matter rather than irritate his business- 
minded father. Rae then turned to the University of Edinburgh to 
study medicine. But while preparing his M.D. dissertation, he became 
convinced that the prevailing physiological theories were false. 

He then decided to make a thorough inquiry into the causes which 
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“have made man what he is in various countries, or has been in various 
times”—that is, prepare a true natural history of man. This led him to 
study The Wealth of Nations, but this, too, he found fallacious. 
Financial disaster and an unfortunate marriage forced him, in 1821, at 
the age of twenty-five, to exchange “the literary leisure of Europe for 
the solitude and labors of the Canadian backwoods.” 

After working for a short time in the lumber trade, Rae started a 
private school in the village of Williamstown, Ontario. Here he spent 
ten years digesting his ideas in an atmosphere surcharged with the 
complaints and contempt of friends who could not understand why 
he was not interested in a higher social and financial position. The 
result was indecision, instability, and floundering in his attempts to 
organize his ideas and a reinforcing of dogmatic opposition to pre- 
vailing principles even where he substantially agreed with them. 
Finally, in 1832, he felt he was ready. As a part of his larger study, 
he prepared a work on the “Present State of Canada and its Relations 
to the Rest of the British Empire” in which he attempted to prove 
that the bond was mutually beneficial and should not be dissolved. 
Unable to get a government subsidy for publication, he dropped the 
matter, and while unemployed turned to another part of the larger 
study, the Statement of Some New Principles on the Subject of Po- 
litical Economy, Exposing the Fallacies of the System of Free Trade, 
and of Some other Doctrines Maintained in the “Wealth of Nations.” 

The treatise was finished in 1833, and Rae planned to have it pub- 
lished in England, but Alexander Everett persuaded him to publish in 
Boston. Everett was then an ardent protectionist as well as Whig 
leader and publisher of the influential North American Review. The 
scene was reminiscent of the Harrisburg Convention of 1827. A great. 
tariff convention had just been held in New York. Everett, as chair- 
man of that body, prepared the memorial to Congress. Just as In- 
gersoll had thought he had found in the German, List, the theorist for 
his movement, so it seems Everett thought that the Scotsman, Rae, 
with a treatise ready for publication, was his man of the hour. Appar- 
ently Everett had not read the manuscript, but had been impressed 
by Rae’s intellectual stature in their personal meetings in Boston. 

The book of 414 pages of small type was not well organized; and 
its technical jargon, fifty years ahead of its time, hardly made it easy 
reading. On the face of it, the book was a polemic against Adam 
Smith. Its aim was a policy of protection to be achieved by premiums 
and bounties to new arts and industries. The funds were to be raised 
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by duties on the imports of “luxuries.” In developing these principles, 
Rae presented concepts whose importance far transcended their use 
as a justification for protectionism. These concepts embodied an elab- 
orate analysis of invention as the sole creative factor in the wealth of 
nations, and of “luxury” articles of which “the consumption is... 
conspicuous” as wasteful. 

But Rae limited the usefulness of these novel concepts by attempt- 
ing to assimilate them with the prevailing business practices. This 
process of assimilation was aided by Rae’s adherence to John Adams’s 
social philosophy of the dominance of the emulatory propensity of 
man. Thus he used banking as the best example for his elaborate analy- 
sis of invention. On the other hand, the prevalence of “luxury” among 
the laboring classes he attributed to their low condition. 

Following along the lines of Raymond’s treatise, but more directly 
and consciously, the Earl of Lauderdale’s Inquiry into . . . Public 
Wealth, Rae devoted the first part of his study to the proposition that 
individual and national interests were not identical. For instance, the 
development of skills is more advantageous to the nation than to the 
individual because an individual cannot recover what he has spent 
in acquiring skills. He draws a revenue, not a capital, for his ability 
because he cannot sell himself under modern law; but states can mort- 
gage themselves for war purposes and the like. 

Invention is the only power that creates; private wealth is increased 
by acquisition. Thus individuals generally grow rich by acquiring 
increasing portions of the wealth already existing; nations do so by 
the production of previously nonexistent wealth. But Rae did not 
mean to question the accumulation of private wealth; on the con- 
trary, the importance of invention lay in creating profitable op- 

ortunities for men of enterprise so that capital accumulation would 
quickly follow to take advantage of the situation by building capital 
goods. So strongly was the notion of profitable opportunities im- 
bedded in Rae’s concept of invention that he attributed the rapid re- 
covery of a nation after a devastating war to the lure of high profits. 
If a very profitable investment for capital is held out and yet capital 
does not accumulate rapidly, there must be some inherent vice in the 
community. The great inventions are due not only to urgent want, 
available materials, and the growth of technology, but also to “the 
want occurring to men of property and of a class in general bold in 
enterprise and accustomed to stake their funds freely.” 

This called for an analysis of the “effective desire of accumula- 
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tion” of the people, which is “the determination to sacrifice a certain 
amount of present good, to obtain another greater amount of good, 
at some future period.” It is reflected in the long-run profit rate— 
the weaker the effective desire, the higher the rate, and vice versa. 
The desire to save is checked by “the defect of the imagination” —that 
is, weak intellectual and moral principles in preferring present goods 
over future goods. It is strengthened by the prevalence of social and 
benevolent affections expressed by the desire to found a family and 
leave one’s children materially better off. These in turn result in hab- 
its of reflection and prudence in the people and the maintenance of 
stability, law, and order. 

Thus, given the desire for family and for ranking high in the esteem 
of the world, self-interest leads to industry and frugality and con- 
sequently to an increased provision for the wants of others. Many who 
do not value these things in themselves would act on the basis of them 
because they could lead to fortune and fame. Thus the mere desire 
to rise and obtain the envy of others may excite many to a steady 
pursuit of a fortune. 

Under a given strength of the effective desire for accumulation, 
the creation of capital goods has a definite limit because all materials 
used in constructing instruments or capital goods are subject to the 
law of diminishing returns. Invention, as it causes a rise in the rate of 
profit, induces capitalists to make analogous instruments out of in- 
ferior or more stubborn materials, or by working up similar materials 
more laboriously. The process stops when the capital goods con- 
structed reach a return corresponding to the effective desire of accu- 
mulation—that is, the old standard rate of profit or interest. A state 
of increasing invention and rising profits, necessarily accompanied 
by increase of capital and savings, is preferable to a state where capi- 
tal increases but invention is relatively absent. The latter, with its 
stationary or declining profits, indicates a developed, ambitious, but 
stagnant civilization. 

Yet Rae’s opening discussion of invention, while it reflected his 
own tribulations and misfortunes, showed keen insight. The in- 
ventor, lover of humanity, should be clearly distinguished from 
“mere transmitters of things already known.” But the personal his- 
tory of most of the inventors of modern times is little more than a 
narration of misfortunes and ingratitude. The tendency of their 
activity is to withdraw them from the daily business of society. 
“Abstract and scientific truth can only be discovered by deep and 
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absorbing meditation; imperfectly at first discerned, through the 
medium of its dull capacities, the intellect slowly and cautiously, not 
without much of doubt, and many unsuccessful essays, succeeds in 
lifting the veil that hides it. The-procedure is altogether unlike the 
prompt determination, and ready confidence of the man of action, 
and generally unfits . . . for performing well the part... . Un- 
able to fight their way ably, cautiously, and perseveringly, through 
the bustle of life, poverty, dependence, and all their attendant evils 
are most commonly their lot.” Since the objects they pursue are 
either unperceived or considered unimportant, they are viewed. as 
either idlers or madmen. “Their characters misunderstood, debarred 
from all sympathy, uncheered by any approbation, the ‘eternal war’ 
they have to wage with fortune, is doubly trying, because they are 
aware, that if they succumb, they will be borne off the field not only 
unknown, but misconceived. . . . Among the men with whom he 
lives, he lives as not of them, a magic circle is drawn around him 
which neither he can pass without, nor they, within.” 

_ Nevertheless, in spite of this opposition “between men of practice, 
and men of speculation and invention,” Rae attempted to eliminate 
the antithesis by presuming that the “principles of our nature excit- 
ing to the advance of invention” are “nearly identical with those 
giving activity to the effective desire of accumulation.” The one is 
engaged in the application of what is already known, in the pro- 
duction of the means of supplying future necessities or pleasures; the 
other, in the discovery of something yet unknown and which may 
serve the same purpose. The difference, therefore, arising from a 
difference in modes of action rather than in motives, is one of degree 
rather than kind. True, he who labors for wife, children, friends, rela- 
tives, pursues an end in some degree selfish; while the fruits of genius 
are the property of the entire race. But the very rise of genius presup- 
poses in the society a preponderance of the social and benevolent 
affections, of which laboring for family and friends is a manifesta- 
tion. 

So Rae conceived of the processes of invention and accumulation 
as proceeding on the same intellectual and moral motivation, an in- 
terest in an appreciation of future events and their achievement from 
the standpoint of increasing the individual’s pleasures. In a round- 
about fashion he had subsumed invention under accumulation. The 
two principles reinforced one another so that the motives to accu- 
mulate were the same as the motives to invent opportunities for profit. 
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Thus both principles, he held, are generally accompanied and iden- 
tified by the same phenomena, a fidelity to engagements and what 
were to him its necessary implications—economy and a diminished 
inclination to luxury and waste. 

By these canons, Rae argued, it is easy to determine whether high 
profits are due to the principles of invention or to the weakness of 
the effective desire for accumulation. Thus if high profits are accom- 
panied by want of good faith and fidelity, narrowing of credit, fre- 
quent public and private crimes, and luxury, then the high profits 
are due to the deficiency of the accumulative principle. But if high 
profits are accompanied by good faith in exchanges, extensive credit 
operations, few disturbances of the peace or transgressions of the 
law and the prevalence of economy, then the high profits are due to 
the growth of invention. In other words, business prosperity spells 
invention. 

But the principles differ in one important respect. War and revo- 
lution, by disturbing the established order of things, paralyze the 
principle of accumulation, but encourage that of invention by arous- 
ing the torpid minds of the people from servile emulation. Thus 
Alexander the Great was a good example of an inventor. 

In similar fashion, Rae argued that the progress of invention re- 
duces the value of previously existing capital devoted to the pro- 
duction of the same commodities. It lowers the labor cost; and the 
previous capital, though produced at a higher labor cost, can only 
exchange at the same price as the new, or the “cost of reproduction.” 
This doctrine, however, is not the opening wedge for a discussion 
of the possible dislocating effects of technological change on pe- 
cuniary valuation, but rather an illustration of the “absolute value” 
of capital, or productive power, while relative or market value 
remains unchanged. But eventually the relative or exchange value will 
also increase in the general increase of production. 

Rae’s discussion of luxury also promised at first to be very fruit- 
ful. It commenced with the ingenious notion that a tax on luxuries 
would not reduce the pleasure of consumers because the tax would 
not disturb the competitive social status of the individuals, to which 
luxury objects testify, by their public indication of ability to pay 
for a greater quantity of labor. Purchasers of these goods do not 
care what quantity they receive, provided others do not obtain 
them at a cheaper price. Purchasing a smaller quantity with the 
same amount of funds would give at least as much pleasure as before. 
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But the tax should be levied on imports, not on domestic production, 
because of administrative ease in collecting customs. 

The funds received by the state vould burden no one and pro- 
mote invention. This would produce useful goods because, being 
cheaper in labor cost, they would not be objects of luxury. If they 
had been objects of luxury, vanity would immediately transfer it- 
self to some other object, while their increased consumption would 
testify to their having become a convenience or necessary. 

After utilizing the argument of wastefulness of luxuries, to portray 
the necessity of a protectionist policy Rae argued that the “luxuries” 
of the upper classes are not necessarily luxuries, but the prevalence 
of luxury in the lower classes makes for their weak “effective desire 
for accumulation.” This, reinforced by “the abomination of the poor 
laws,” leads to their poverty, distress, and threats to the state. 

The elements of pleasure and those valuable simply as evidence of 
relative superiority, of mere ability to pay, can hardly be differen- 
tiated in any object. Every so- -called object of luxury contains some 
element of utility. Thus ‘the castle of the wealthy modern noble- 
man exceeds that of his barbarous ancestor in refined enjoyments 
as well as in the satisfactions of personal vanity, but it is impossible 
to determine the proportion between the mere luxuries and the 
enjoyments. The higher the social class, the more utility he found in 
its objects of so-called luxury. 

In descending the scale from those who possess hereditary wealth 
and hereditary pean to good society, to those who have accumulated 
riches and thereby raised themselves to distinction, then to the lower 
grades of life and at last to the mere drudge, every step is marked by 
a proportionately lower expenditure on objects neither necessaries 
nor conveniences, but mere luxuries. 

Reformulating the Malthusian doctrine, Rae argued that the rich 
do not marry for purely sensual reasons; instead, they try to avoid 
marriage until they feel they can raise their families above their 
rank. Among the laboring classes, however, marriage adds to im- 
mediate sensual gratification. So they are not generally apt to want to 
raise the position of their families. Consequently, the number of 
capitalists increases less than do their capital and incomes, while la- 
borers increase faster than their incomes. 

While vanity sometimes reinforces the accumulative principle by 
gratifying the pride of rising to equality with former superiors, still, 
the greater the height, the greater the difficulty in reaching the higher 
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level. Therefore, as capital increases fewer laborers make vigorous 
efforts to accumulate property; and vanity, losing hope of acquir- 
ing distinction by accumulation, is exclusively occupied in exciting 
to dissipation. The laborer seeks “pre-eminence in displaying his 
abilities to spend, and employs his spare funds . . . in the purchasing 
of fineries,” in treating his companions at the ale-house, and in simi- 
lar extravagances. 

With these habits, laborers can save nothing for periods of unem- 
ployment. Their condition fluctuates between abundance and dissi- 
pation, want and misery. Society loses not only the benefits from the 
stock accumulated by labor in better times, but also the stock ex- 
pended to prevent their starvation, or to rear laborers to replace those 
perishing from want or its attendant diseases. 

The indirect evils of their extravagance are greater than the direct 
ones. They entail not only waste and improvidence, but dishonesty; 
and this is responsible for the great drain of many checks and con- 
trivances to prevent fraud and violence, including expensive polic- 
ing. 

The worst mischief is that the vicious principles of the mass gradu- 
ally spread to all other orders, for the middle and higher classes rest 
on the lower. Over a generation or two, all the capitalists have sprung 
directly from the people. When the lower classes are animated by 
probity, self-denial and benevolence, the upper classes are influenced 
in the same direction. But when “the proper vices of the higher 
ranks,” luxury and extravagance, cease to be neutralized by an in- 
fusion of the severer, self-denying morals that “should belong to the 
lower,” then the state is destined to ruin. Thus in civilized societies 
decay has generally proceeded from below upward. “A deficiency 
in the lower classes of the principles exciting to economy has gradu- 
ally checked accumulation and invention throughout the whole 
body, and at length produced universal degeneracy and decay and 
introduced the reign of waste and violence.” 

The mischief primarily applies to the city laborers. In the country, 
where the scattered character of the population represses vanity, the 
poor man devotes his spare time to cultivating some land, repairing 
his house, working on his garden, producing food for his pig or cow. 
In the absence of poor laws he is induced and enabled by circum- 
stances to place his little savings, as he acquires them, in some profit- 
able investment. In Scotland tracts of barren land are converted into 
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fertile soil by being leased in small patches at long or perpetual 
leases to laborers “who work on them at spare hours when their 
other occupations fail them.” 

Rae charged that Adam Smith had not followed the Baconian 
canons of induction, but the difference between Smith and Rae lay 
perhaps only in the tariff. 

Rae’s book met with little success. Everett, after looking at the 
finished book, gave it a lukewarm review in the North American 
Review. The Boston Brahmin did not altogether approve of con- 
sidering luxuries wasteful. His major criticisms were: Its language 
is too technical and it has too little directly on protectionism to serve 
the protectionist cause. What is really wanted is a “well-written and 
well-reasoned essay on this question, drawn up in such a form 
that it could be used with convenience as a textbook for students.” 
True, the protectionist views have been so often stated in speeches, 
reports, reviews, newspapers, essays, that they have become to some 
degree common knowledge, but they have not been embodied in 
“any single work of sufficient compass and authority to serve as a 
textbook.” Such a book, therefore, would meet a ready sale. 

Everett said that Rae unwisely devoted the bulk of his book to 
the “idea that the great agent in the augmentation of wealth is the 
improvement of the methods of applying labour, and that the eco- 
nomical situation of communities is chiefly determined by the ex- 
tent, to which the exercise of the inventive faculty is called forth and 
encouraged by the circumstances of their political and social con- 
stitutions.” Rae’s conclusions on this point are not, as Rae errone- 
ously holds, at variance with those of Adam Smith; for Smith would 
admit the importance of invention and improvement and Rae would 
admit that if consumption increases with improvement, no addition 
to capital will be made. But, continued Everett, “the topic is one 
which is not formally discussed in the Wealth of Nations and be- 
longs in fact to politics or political philosophy rather than to po- 
litical economy.” It has no necessary connection with the expediency 
of the protecting policy.° 

In England the reviewers took the book to be characteristic of 
the American mind and gave it hardly more attention than to praise 
it for its emphasis on morals." 

Rae later wrote that Everett had been scared of it, “could not make 
up his mind, nor could anyone there [in Boston] if I was right or 
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wrong.” But what was equally if not more important was that by 
the time the book appeared the compromise tariff of 1833 had been 
passed and the tariff was a dead issue. 

Rae returned to schoolteaching in Canada, interspersed with mili- 
tary service to suppress the Rebellion of 1837. He hoped to save 
enough money to live in literary centers and systematically develop 
his ideas for his natural history of man, but in 1848 he lost his school 
position. He drifted to Boston, then to New York, where he did 
some teaching. He practiced medicine in Central America, and during 
the gold rush he taught school in California and built miners’ cradles 
and weighing balances. Still hoping to find success, he went to Hawaii, 
where he did some teaching, engaged in an agricultural enterprise, 
and was fora while a petty judge and medical officer. But after twenty 
years in the islands fortune and fame still eluded him, and he spent 
his last embittered days in Staten Island, New York, dependent on 
the bounty of a former student. 

Meanwhile John Stuart Mill, in his classic statement of what Rae 
would have called the “old” Principles of Political Economy, in 1848, 
praised Rae’s treatise in glowing terms. With characteristic gen- 
erosity, Mill said that “in no other book known to me is so much light 
thrown, both from principle and history, on the causes which de- 
termine the accumulation of capital.” So well did Rae’s notions fit 
into the orthodox pattern that Mill incorporated them as elabora- 
tions of the old views. 

Wielding a far more lucid pen than Rae, he was able, by the device 
of the stationary state, to eliminate any possibility of conceiving the 
principles of accumulation and invention as antagonistic. What was 
more, he in effect eliminated invention. “When a country has car- | 
ried production so far as in the existing state of knowledge it can 
be carried with an amount of return corresponding to the average 
strength of the effective desire of accumulation in that country, it 
has reached . . . the stationary state; the state in which no further 
addition will be made to capital, unless there takes place either some 
improvement in the arts of production, or an increase in the strength 
of the desire to accumulate. In the stationary state, though capital 
does not on the whole increase, some persons grow richer and others 
poorer. Those whose degree of providence is below the usual 
standard, become impoverished, their capital perishes, and makes 
room for the savings of those whose effective desire of accumulation 
exceeds the average. These become the natural purchasers of the 
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lands, manufactories, and other instruments of production owned by 
their less provident countrymen.” 

Even though Mill’s book was highly praised by some American 
protectionists, little acknowledgment was given to Rae, not even after 
the revival of interest in the tariff in the forties. The leading protec- 
tionists, however, borrowed his ideas. 


CHAP TLE REX X1X 


The Carey-Colwell School 


THE “INDIVIDUALISM” OF HENRY C. CAREY 


W economists stood out as impressively as Henry Carey did 
(1793-1879), son of Mathew Carey.* He did not have a col- 
lege education, but this was more than compensated for by 

his early contacts with his father’s publishing firm and by voracious 
reading. The house published encyclopedias and reference books 
which supplied him with information in almost every field of knowl- 
edge of use in his economics. Since he poured forth a steady shower 
of books, pamphlets, and newspaper articles, few could be unaware 
of his presence. He had his father’s gift for journalism, and early 
training as a book salesman and in active management of the firm re- 
inforced his inheritance. But he could appear more independent than 
Mathew Carey, for by the time he began to write he had great wealth 
and social position. He had large investments in coal properties and 
in real estate, and in the course of time was involved in a great many 
enterprises, ranging from paper mills to gas companies. These in- 
vestments were not limited to Pennsylvania, and the pen name of 
“Citizen of Burlington” (New Jersey) on some of his publications 
testified to at least one other region of operations. 

His life was spent in the best society of the wealthy commercial 
metropolis of Philadelphia. His friends included highly respectable 
ex-Federalists, conservative Democrats, Whigs, and, later, Republi- 
cans. Among his closest acquaintances were financiers and industrial- 
ists. At the famous “Carey Vespers” could be found leaders in polli- 
tics and industry, as well as admiring journalists. 
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No one was so gifted or persistent in arguing that a free hand to 
large business—more accurately, to promoters—helped farmers, la- 
borers, and small business and prevented a moneyed aristocracy. His 
optimism as to the future of America, if such “freedom” is allowed, 
was so great that his shifts in argument in the course of his career 
are easily explained as slight or purely verbal changes in detail in 
response to changing exigencies. This held even for his supposed 
change on the tariff. 

As a young man he stood with his father on the tariff, at least in 
private correspondence. Thus in 1820 he wrote a partner that the 
country must have a “good manufacturing system” if the distress is 
not to continue.? But from 1835, when he began to write on eco- 
nomics, until after the passage of the Tariff of 1842, Carey called him- 
self an out-and-out free-trader. But then this was the period of the 
Compromise Tariff of 1833 and the Whig alliance of protectionists 
and free-traders to oust the Jackson hard-money Democrats. To call 
oneself a protectionist at the time was no advantage. Those who 
had not publicly asserted themselves as protectionists before the 
compromise had a tremendous advantage. They could eulogize free 
trade and apply the doctrine in its wide and ambiguous sense of 
“freedom of business enterprise” against any restraints they disliked, 
just as they could identify the laborer with the industrialist when 
occasion warranted. So again Carey could adroitly convert the 
Fourierite conception of “association” into the “corporation” with 
limited hability and transferable shares. 

Carey was a free-trader on the tariff during this period in the 
sense that he observed the Compromise or Revenue Tariff of 1833, 
as did Clay. But at the same time he opposed any reductions below 
the levels set by the compromise on commodities he deemed worthy 
ef protection. Thus in a private communication to Senator Garett 
D. Wall of New Jersey, in 1837, he bewailed the attempt of New 
Englanders to “break down their neighbours” by demanding a re- 
duction of the duties on coal. As was to be customary with him, he 
went on to “prove” that this reduction would prevent a sound natural 
fall of coal prices in Pennsylvania. A railroad, he said, is planned 
in the coal area in which he was interested; but if the coal duties 
are reduced, then the road could not be built, for if there are no 
profits from coal, funds would not be available for construction.® 

During the period of the Compromise Tariff, free trade, if manipu- 
lated properly, was an excellent slogan to hurl at the hard-money 
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views of Jackson and Van Buren. It was also very useful to ag- 
gressive promoters of general incorporation acts in Pennsylvania and 
elsewhere, or at least of measures which would enable them to obtain 
the corporate form for their enterprises. In some cases it was prac- 
tically impossible to receive a legislative charter, and even when 
secured it involved heavy costs, including bonuses and taxes. Besides, 
the charters were generally short-term. Of course, the cry for a gen- 
eral incorporation act was extremely useful for those who sought 
the privilege for themselves at least, even if others were to be barred. 

Carey was enveloped in both movements rather early. As a pro- 
moter he was interested in corporate charters. Like his father, he 
supported the Bank of the United States during the Jackson and 
Van Buren regimes. His firm published what was to all intents and 
purposes the leading Biddle organ during the controversy, Walsh’s 
American Quarterly Review. And the revelation of the bank’s large 
payments to the firm for reprints of articles favorable to the bank 
was used effectively by Jackson to justify the removal of govern- 
ment deposits from the bank in 1833. Carey, of course, as an active 
and large entrepreneur could appreciate the value of the bank. Natu- 
rally the name of “Henry C. Carey, bookseller” was among the signa- 
tures of that memorial to Congress in 1834 of “merchants, mechanics, 
manufacturers, tradesmen, and others” of Philadelphia demanding 
that the government deposits be returned to the Bank of the United 
States.* 

The problems of money and corporations conditioned Carey’s 
major works from the start. His first book, Essay on the Rate of 
Wages, which appeared in 1835, dealt to a certain extent directly 
with wages, but the argument was often on issues that bore on wages 
only i in the sense that all protagonists on any economic issue were 
anxious to show that their position, rather than that of their op- 
ponents, was for the benefit of “labor.” In fact it left sufficient room 
for espousing a high tariff at the appropriate time. 

Carey held in substance to the wages- -fund doctrine, but with the 
aid of a vast array of miscellaneous comparative historical and statis- 
tical data he was able to dress up the doctrine in such a manner that 
its original English formulators, especially Nassau Senior, appeared 
as hard-hearted pessimists, while he appeared as a humane optimist. 

High wages in America, he wrote, are due not to the available 
fertile lands, but to the superior productivity of labor. This efficiency 
of labor arose from growth of capital which took the form of ma- 
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chinery and the like. This in turn arose from high profits. Instead 
of being jealous of those who acquired high profits, the property- 
less should be pleased, because the increased capital means increased 
employment or, in terms of the wages-fund doctrine, capital in- 
creases more rapidly than population. If prospects for profits are 
high, capitalists compete for labor, and so wages rise. On the other 
hand, by erroneously representing profits and wages as natural an- 
tagonists, the Ricardians have caused the growth of the useless trade 
unions with their strikes. 

Similarly, Malthus and Ricardo have erroneously argued that the 
rate of profit falls and accumulation is checked because increasing 
population forces a resort to inferior soils. But land is capital, and 
the successive doses of capital applied to land are successive tech- 
nological improvements. Thus the so-called “inferior” lands reap 
high profits because of investment and the proximity to the great 
cities where capital investments are heavy. In other words, Carey 
was presenting the home-market argument for the tariff in a sophis- 
ticated form. 

Since the increase of food is dependent on the increase of capital, 
the only check to food production is the lack of industry in the 
people. An increasing population is not a check; on the contrary, a 
larger number will increase capital. Consequently the trade in popu- 
lation should not be checked. Laborers and some capitalists object 
to immigration, but capitalists gain from increased numbers, and la- 
bor gains for the increased number of consumers, which makes them 
in effect employers of labor. 

Labor gains also from investments by foreign capitalists because 
of the increased funds made available for wages. So state legislation 
prohibiting foreigners from holding real estate and bank stock, and 
the levying of absentee taxes, is against the interests of labor. These 
restraints on the freedom of the rights of person and property, which 
are the source of all prosperity, Carey laid at the door of the extreme 
southern anti-tariff spokesmen. He traced the pernicious Gold Bill 
to the same source. It reduced the price of southern labor, for by 
interfering with the freedom of trade it diminished capital. 

In an oblique reference to the national bank struggle, Carey 
quoted from one of his miscellaneous authorities to show that the 
lack of a moneyed interest in China implies some radical defect, some 
want of protection for all fortunes above the humblest mediocrity. 
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This arose from the absence of a credit system providing an adequate 
circulating medium and bills of exchange for transactions between 
the merchants of different provinces. Thus India is superior to China 
in this respect because it has a great moneyed and banking interest 
comprising some immensely wealthy individuals. 

In turbulent socialist France, capital is insecure because centraliza- 
tion instead of freedom of action and trade is the principle of gov- 
ernment, said Carey. In the United States the security of capital 
causes the most gigantic undertakings to be promoted, for the capital 
can always be obtained if the prospects are profitable. Unfortunately, 
the country adopted the English poor law system; consequently 
there has been a growth of charitable societies teaching people how 
to live without work. 

Factory acts are without justification in the United States. The 
interest of the employer with machinery is to employ adult females 
rather than inefficient children for ordinary labor. Males are reserved 
for the higher occupations of superintendents. Thus when men 
marry they are able to take their wives out of the factories. They 
keep their children from the factory because they can afford to pay 
for their education. Therefore those pleading that education would 
raise labor’s status should advocate eliminating all restraints on the 
growth of capital because the laborers could then educate them- 
selves through the increasing returns from their labor. The growth 
of capital will also ameliorate the condition of the slaves. If the 
southern planters by “economy and industry” reap large wages, they 
will invest in new slaves. By increasing the demand, this raises price 
of slaves. And the higher the value of the human property, the better 
will their masters treat them. 

Perhaps the most significant part of the book was the emphasis 
on statistics. Carey thought his data proved that real wages had risen, 
though nominal wages had not. The absolute price of labor has 
not fallen during the last forty years, but the average price of food 
and clothing has. On this basis he felt it proper to deduce that cap- 
ital increases in proportion to profits, and that whenever it increases ° 
faster than population, the demand for labor will constantly rise 
faster than the supply, and the rate of wages reckoned by the com- 
fort over which they give the workman command will gradually 
though perhaps slowly increase, as has been the case in the United 
States. So Carey had great hopes for the growth of statistical sci- 
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ence. Every improvement in that science “will tend more and more 
to prove that the condition of the workingman improves as security 
is obtained.” 

As the Whigs prepared for the 1836 campaign and sought to hold 
in line the southern members of the alliance, Carey quickly prepared 
4 more elaborate treatise with more definite attractions to southern- 
ers. Its title summed up its contents: The Harmony of Nature, as 
Exhibited in the Laws Which Regulate the Increase of Population 
and the Means of Subsistence; and in the Identity of the Interest of 
the Sovereign and of the Subject; the Landlord and the Tenant; the 
Capitalist and the Workman; the Planter and the Slave. 

The harmony was achieved by allowing the individual perfect 
freedom of action and perfect command of labor; freedom of ac- 
tion embraced command of property, including slaves. In a foot- 
note he advocated the acquisition of Texas. Under Mexican rule the 
Texans have no security of property and person, he said. Annexation 
would increase the value of their lands. The acquisition would not 
strengthen the slave power, as the North foolishly thinks. Rather, 
the measure would make Maryland, Virginia, and Kentucky free 
states because the increase of a profitable employment of the slaves, 
and thus of their value, allows the possibility for the slaves to obtain 
their freedom. 

After sending Thomas Cooper a copy of his revised treatise, Carey 
wrote that fellow supporter of the national bank that he had formerly 
- been a conservative but now believed in democracy, that he had 
proved that the system of laissez faire was God’s law, and he hoped 
that Cooper would especially notice his novel views on slavery.® 


Carey had this book printed but he did not put it up for sale be- © 


cause he intended to revise it. However, instead of a revision, he 
began in 1837 and finished in 1840 a still more elaborate study in 
three large volumes, called the Principles of Political Economy, sup- 
plemented by lengthy pamphlets such as The Credit System in 
France, Great Britain, and the United States (1838) and Answers to 
the Questions: What Constitutes Currency? What are the Causes of 
Unsteadiness of the Currency? and What is the Remedy? (1840). 

He still called himself a free-trader, but he warned the advocates 
of free trade in foreign trade that all changes must be gradual lest 
capital be destroyed. Thus, if the duty on iron should suddenly be 
removed, the domestic investment would be annihilated and labor 
thrown out of employment. 
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His insistence that available lands were not the cause of the pro- 
ductivity of labor and high wages became more strident. He agreed 
that if available lands were the cause of high wages, labor could not 
engage in manufactures until the density of population reduced 
wages. But since labor’s productivity is due to accumulation, there 
is a constantly increasing disposition to apply capital to commerce 
and manufacture with a constantly increasing reward to labor. 

By this time Carey had apparently assimilated Rae’s concepts of 
invention and reproduction cost. Labor is the basis of value, but it 
is the labor of reproducing the object, not its original cost. Value 
is determined by labor saved, by the sacrifice avoided in obtaining 
the object. 

With the growth of capital ostensibly taking the form of ma- 
chinery and similar aids, the quality of labor improves and a smaller 
quantity is needed to produce objects. Thus in the onward march 
of capital the value of capital constantly falls because the “labor” 
cost falls. Present labor gains a greater share as its bondage to “na- 
ture” in the form of the scarcity of capital is lessened; “value” falls 
but “utility” rises. 

Capital obtains a continually smaller share, but its absolute amount 
increases because of the total greater productivity of labor. The 
capitalist cannot prevent the increase of the laborer’s share because 
as the laborer becomes more valuable—that is, more productive—the 
capitalist must treat him better, just as the planter does the slave as 
he rises in value, lest he refuse to produce the increasing amount of 
which he is capable. 

This growth in the laborer’s share incites the capitalist to greater 
industry in order to maintain his higher position. Therefore work- 
men should realize that even the growth of their political power de- 
pends on the growth of capital. This shrinking of the differences in 
wealth changes aristocracy to democracy. 

This shows that the form of government is not important. A 
change in form is a consequence of a previous change in spirit. Thus 
self-government may be almost complete under a monarchical goy- 
ernment. The important factor is security of person and property, 
for every increase of security produces a demand on the part of the 
laborer for his rights. Laborers forget this in joining unions. 

“Freedom of action” to the controllers of capital is the only method 
that will effectively eliminate slavery. If the North would let the 
institution alone, it must inevitably disappear with the growth of 
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the masters’ capital. With every increase of his productivity, the 
slave obtains greater control over his actions and the product of his 
labor. Thus he improves his political condition. Therefore men who 
really want to better the condition of the slaves must retain control 
over them and improve them by putting them on a serf basis first. 

If Congress would pass laws limiting the right of discussion on 
the issue, mobs and lynch laws would cease in the South, and with 
security would come the rise in the value of the slaves and their 
inevitable emancipation. The lower productivity of the South as com- 
pared with the North will be remedied with every addition of capital 
in the South in the form of manufactures and railroads and canals 
connecting the area with manufacturing centers and this will lead 
to dense populations. 

Like Cardozo before him, Carey attacked Ricardo for differentiat- 
ing between rent and capital. This distinction, he said, attacks the 
right of property; but if land is viewed as having its value from labor, 
like other capital, it has a sound ethical justification. What is more 
important, it shows that western migration and expansion is unde- 
sirable compared to the “concentration” of population with its 
growth of manufactures and the banking system. So Carey embarked 
on a “critical, historical,” and theoretical analysis of the foundations 
of the Ricardian law of rent. 

True, the development of cultivation was from so-called superior 
soils to inferior soils, but the “superiority” of the first soils originally 
consisted only in the fact that they were first utilized by the iso- 
lated savage in obtaining a precarious subsistence. The savage needed 
a large area to gather enough subsistence, and this meant inability 
to associate with neighbors, and thus much time was wasted in pro- 
tecting himself against marauders. But when by saving he accumu- 


lates some capital, population can increase and through “association”, 


the so-called “inferior” soils can be utilized with greater profit and 
wages than could be obtained at first on the so-called “superior” 
soils—that is, food tends to increase more rapidly than population, 
and only by that association of effort which results from increas- 
ing density of population can the richer soils be brought into activ- 
ity. 

The “inferior” soils in Carey’s theory were not so much in a differ- 
ent temporal location from the first, as they were concentrated areas 
with large capital, dense concentrated populations, and manufactures 
furnishing a market to the close-by farming area. “Soil” to Carey took 
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on a comprehensive character that included the manufacturing and 
financial area as pre-eminent. In these concentrated areas association 
reaches a high level, said Carey; for there the capital is greater. A 
manufacturing company is an association like the republican state, 
but the closer the areas to the manufacturing centers, the greater © 
their advantages, for they are the beneficiaries of the capital accu- 
mulation and dense populations of these “first soils” in the form of 
railroads, improvements of machinery, etc. These increase the pro- 
ductive power of labor and thus the rent. In this sense rent is the 
result of labor, though not necessarily the labor of any or all those 
who till the soil. In this sense also the capital value of land is less 
than the total labor spent in bringing it to fertility. With the growth 
of wealth and population the landlord, like any other capitalist, re- 
ceives a constantly decreasing proportion of the product of labor 
but a constantly increasing quantity because of the rapid increase 
of the returns as cultivation is increased. Though the capitalist’s pro- 
portion is diminished, yet that smaller proportion yields him a con- 
stantly increasing quantity of commodities, and thus a smaller amount 
of labor is required to receive a given amount of income. Stated an- 
other way, the growth of population and capital, which Carey iden- 
tified with machinery, makes available richer soil; in their relative 
absence, poor soil must be cultivated. 

Western migration should not be encouraged by any easy land 
policy because capital cannot be invested to reap a rent. The un- 
earned increment of land is a phantom. When population is scat- 
tered and capital unavailable, labor is in bondage to capital. 

The very growth of capital makes less labor and space necessary 
to produce a constantly increasing food supply, and more labor can 
be spared for manufactures and other pursuits. Thus an increase in 
the manufacturing population compared to the agricultural, evi- 
dences the increasing productiveness of the country. 

Carey also applied his free-trade principles to the raging ques- 
tion of banking and currency. He felt, of course, that the Jackson- 
Van Buren hard-money policy violated “free trade.” The Bank of 
the United States was “a nearer approach to perfection than the 
world has ever seen, or that probably will soon again be seen.” The 
refusal to extend its charter “was the reimposition of restraints upon 
the freedom of action throughout the United States,” and the Penn- 
sylvania grant of a charter “was a removal of the restraints upon 
freedom of action.” Equally vicious was the independent treasury 
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system. By preventing the restoration of confidence, it diminished 
the productiveness of labor. 

Carey presented all the familiar arguments in defense of banks: 
They aid the enterprising, put the poor on the same level with the 
rich, and constitute excellent savings banks for the investments of 
widows and orphans. 

The increase of banks and credit decreases the need of exchanges 
and useless traders, for the producer keeps less money at home and 
more in the business. Thus banks, along with money, are the great 
instrument of “association.” A credit system is based on confidence, 
and the greater the confidence, the less the need for specie. Specie cur- 
rency means a return to barbarism, to the state of scattered popula- 
tion, little capital, and cultivation only of “superior” soils. Since 
checks and clearings facilitate the exchanges, banks are labor-saving 
machines. They improve the quality of labor so that population and 
capital are augmented. 

Carey admitted that the banks may have overtraded, but this is 
really the fault of the legislatures because they extort large bonuses 
for bank charters and tax the banks’ capital. This forces the banks 
to grant risky loans in order to make an ordinary profit. So Carey 
called for “free banking.” 

“Freedom of trade” reached its high point in Carey’s analysis when 
he extended the notion to include the demand for a general incor- 
poration act. Limited liability with transferability of shares is a right 
of individual self-government, he said. Government itself is based 
on limited liability. Every man contributes his share to the main- 
tenance of the expenses of the state. Were the whole of an indi- 
vidual’s estate liable, security would not exist. The right of limited 
liability is thus the right and bond of association, as long as the as- 
sociation announces publicly that it is subject only to limited lia- 
bility. No one is defrauded, for people can trade with it or not as 
they see fit. Such a corporation or association is merely an agree- 
ment between individuals as to the terms on which they will trade 
among themselves. It thus accords with the common sense of man- 
kind which leads men, when left free, to adopt instinctively those 
measures which make their labor more productive and their prop- 
erty more secure. 

Carey denied, of course, that individuals should be allowed to trade 
on a footing of limited liability. If the individual banker or shoe- 
maker were to make such a demand, no one would trust him. This 
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tendency to association constantly increases because such associations 
make labor more productive. Stockholders can leave the supervision 
to a few where otherwise they would have to spend most of their 
time watching their little investments. Thus Biddle’s Pennsylvania 
Bank of the United States does as much business as fifty to a hundred 
banks, but it has to pay only one president. 

For a moment in 1841 Carey highly disapproved of the national 
bank in private letters. As the Pennsylvania bank was in dire straits, it 
began to call in loans, including Carey’s. Carey was incensed. The 
banks, he informed a bank official, are the source of all the trouble. 
He had been forced to submit to a “stop of $20,000” in 1834 in conse- 
quence of the panic produced by the Bank of the United States. Then 
later the bank brought about the inflation of 1836-1837 and the con- 
sequent depression. All he wants, he said, is to be “let alone” so long 
as he meets the interest charge. After all, the bank has collateral of his 
worth $100,000 or it ought to be worth that when times change.° 

After the passage of the high Tariff Act of 1842, Carey began to 
espouse more openly a high protective tariff for the activities he 
deemed important, but he claimed he had not arrived at a complete 
theoretical solution of the question and so was in theory a thorough- 
going free-trader. But one morning in 1847 the answer came to him. 
“TI jumped out of bed, and dressing myself, was a protectionist from 
that hour.” ? Strangely enough, the inspiration came just at the time 
the tariff was reduced. 

In the space of ninety days Carey whipped into shape an elaborate 
treatise, The Past, the Present, and the Future (1848), accompanied 
by the customary indiscriminate array of historical, statistical, and 
comparative information. Ricardo’s book was now the true manual 
of the demagogue who seeks power by means of “agrarianism and 
plunder.” But the criticism of protectionists who thought that Carey 
uttered nonsensical gibberish in speaking of the development of the 
cultivation from “superior” soils to “inferior” soils which become 
superior to the original soils, had one effect. He now simply insisted 
that the development was from “inferior” to “superior” soils. 

The logical and practical conclusions remained substantially the 
same, but the form changed. Men, said Carey, first settle on the hill- 
tops, and then as capital and population increase, as “association” in- 
creases, they descend to the fertile valleys of the rich bottom lands. 
But this does not mean that the cultivation of the West is preferable 
to the cultivation of the eastern soils. On the contrary, these western 
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soils are thin, inferior soils; the rich “soils” are those of the East—for 
“soil” means the capacity to yield the greatest product, wealth—at 
least until the East has been fully developed. The manufacturing soils 
are the best, for they have the greatest amount of capital or stored 
up labor invested in them. 

It is much wiser for laborers to cultivate the rich soils of iron, coal, 
and manufactures in the East instead of the lands of the West, for 
the capital sunk in the West will be greater than the value accu- 
mulated, as Carey’s theory of value stated. Thus any reduction of the 
price of public lands or any form of state aid along such lines would 
be highly undesirable. 

Of course, unlimited liability is the source of the growth of 
monopoly and large estates. In the Middle Ages the serfs on the large 
estates worked under the rule of unlimited liability—solidarité, as 
the scheme of Fourier is called—and if one failed in his share, all the 
others had to supply the deficiency. But with the growth of wealth 
and population and the resort to the richer “soils,” the land is di- 
vided, and individuals determine the extent of their, liability by con- 
tract. Thus voluntary association and limited liability grow with 
the decline of involuntary association and of interference by the 
state with the rights of property. Public ownership, or factory legis- 
lation, is evidence that involuntary association has not yet been 
superseded by voluntary association. 

Wherever Carey discovered a dislike of corporations and tariffs, 
or found the state engaging in enterprise, there he found the soils 
thin, the population scattered, and signs of despotism and slavery. 
Since the South utilizes “thin” soils, he said, the habit of association 
is negligible there, and the state is given authority to do what indi- 
viduals should do in banking and railroad building. 

In the new western states a similar situation is tolerated. In Penn- 
sylvania conditions are little better, for as the lime-, coal-, and iron- 
bearing soils are being developed, less jealousy is manifested to 
unions or associations of capital and labor; but as yet Pennsylvania 
provides no general incorporation law. Unlimited liability and ex- 
clusive charters have led to great concentration of land ownership 
in the coal regions. Because of the restrictions upon the freedom of 
capital, Pennsylvania is losing capital to such new western states as 
Mississippi. Without these restrictions, Pennsylvania farmers pro- 
ducing vegetable and dairy products would have a home market. 
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Thus New York with its free banking and general incorporation 
laws is better off than Pennsylvania. 

As for New Jersey, the Camden and Amboy Railroad, which had 
the exclusive right to the transit trade passing through New Jersey 
from Philadelphia and New York, was the particular object of Carey’s 
wrath. Under the signature of “Citizen of Burlington,” he wrote open 
letters denouncing the chicanery and fraud perpetrated by the 
company on the public and stockholders. Carey’s views were those 
of a man with real estate interested in promotion. “Every man has 
the right to have a road to go to market,” and landowners have the 
right to associate for the construction of roads through their lands; 
and if there are two markets, they may construct these roads so as 
to enable them to select which is best. But among a large group of 
landowners there will be a few “unreasonable” men, and therefore 
it becomes necessary to have laws to compel them to do what a re- 
gard to their own interest ought to prompt them to do. So a general 
law might be passed allowing a road upon the assent of two-thirds of 
the persons through whose land it is to run and providing for pay- 
ment of damages and tolls limited to a rate yielding 10 or 12 per cent 
return. 

Not only must the state allow other roads, but it must not inter- 
fere with any of them by regulation or taxation. It must dispose of 
its share in the existing company and cease to require payment of 
transit duties both on grounds of justice and sound economics, Land 
abounds, and capital is needed to give it value, but these taxes or 
“tariffs,” as well as monopolies, will drive capital from the state. True, 
the transit duties yield the state a large revenue, but the returns to 
the state in increased industry, employment, and land values from a 
competing road will increase the wealth of the state far more than 
the transit duties.* Interestingly enough, “Citizen of Burlington” 
ceased his outpouring about the time that New Jersey chartered the 
Camden and Atlantic Railroad, which passed through Burlington, 
and among whose leading promoters was Carey’s good friend Stephen 
Colwell. 


In Massachusetts and Rhode Island, said Carey, the tendency to 
individuality and the power to unite has been developed to the high- 
est degree because of the existence of factories in corporate form. 
The factory town of Lowell, Massachusetts, exhibits the greatest 
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moral phenomenon in the world: the rise of womankind to freedom 
through working in the factories and buying shares. But with every 
step southward, men cultivate poorer soils, the power of combina- 
tions diminishes, the value of the labor of woman falls; consequently 
the power to provide for and defend herself declines. She and her chil- 
dren become the effective property of the husband. Thus women’s 
rights could be achieved not by law, but by following the New Eng- 
land way of allowing corporations and starting factories. 

But because England floods the market and general incorporation 
acts are lacking, planters and farmers are discouraged from building 
mills and foundries. If incorporation and a higher tariff are pro- 
hibited, the result must be a despotism of the big capitalists; but the 
installation of the program would mean that the last of the seven- 
year cycles of prosperity and depression has been seen. 

Just as Carey could prove that slavery could be most quickly elim- 
inated by stanchly protecting it, so he proved that specie could be 
most expeditiously accumulated by using bank notes. Specie, he in- 
formed the New York Geographical and Statistical Society early in 
1857, is to the social body what atmosphere is to the physical one. 
It supplies the machinery of circulation; without it, society would 
instantly collapse. It is the chief force promoting individuality on the 
one hand and association on the other. Its chief utility is attained 
only to the degree in which it can become the basis of that very credit 
currency which supersedes it. The beneficent power of coin, like 
that of government, would be most felt when most invisible. 

The dominant Democratic Party, by fighting bank notes, forced 
in fact a hoarding and disappearance of specie. This was intensified 
by the party’s adoption of so-called free trade. But whenever a good 
tariff has existed, association was promoted and specie flowed in.® 

When the panic of 1857 occurred, Carey, of course, knew the 
cause and the necessary cure. In Letters to the President, on the 
Foreign and Domestic Policy of the Union, he warned the former 
Federalist, Democratic protectionist James Buchanan, that blame must 
not be placed on the banks, but on the reduced tariff and the gov- 
ernment’s unceasing war on banks since Jackson’s day. 

But when the banks and their circulation were left, in accordance 
with the Constitution, under the control of the local legislatures, 
neither the people nor the government ever lacked coin in time of 
peace. Thus the monetary difficulties have their origin in the attempt 
to withdraw from the states the power reserved to them by the 
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Constitution—in “an excess of centralization, and not in any excess 
of localization.” 

Along with the government’s repudiation of its despotic hard- 
money policy should, of course, go a rise in the tariff, at least on 
certain items. This will cause an inflow of specie. The rate of interest 
will fall, enterprise will be stimulated to unparalleled heights, and 
wages, lands, and securities will rise. 

The rise of the Republican Party in 1856 as the successor of the 
Whig Party found Carey a prominent supporter. His view of what 
the role of the Republican Party should be was expressed by one of 
those still-born Pennsylvania parties that he and his group were in- 
terested in hatching. This was the “Iron Platform Association,” a so- 
called Pennsylvania Working Men’s Party. Its “Democratic Republi- 
can platform” called “for a gradual, peaceful and patriotic abolition 
of slavery” by encouraging through a protective tariff “free labour 
in the whole union, North and South.” ?° 

At about the same time Carey became president of the Keystone 
Gas Company, which appears to have been organized to acquire 
charters of lighting companies in various cities and also to exploit 
a patent for lighting by “water gas” instead of “coal gas.” The com- 
pany attempted to persuade the Philadelphia City Gas Works to use 
the yet untried patent, but the city’s chief engineer, Professor John 
C. Cresson, complained that the company had attempted to bribe 
him with an interest in the patent or shares in the company for him 
or his relatives. He declared that the patent had exploded after a 
temporary notoriety obtained by means similar to those now so 
commonly used for “popularizing visionary schemes in France.” 
Carey and his associates were incensed. They answered through the 
columns of their influential newspaper, the North American, that 
they had gone to Cresson for names to add to their company under 
the supposition that the designated individuals would help the com- 
pany buy the charter of the Metropolitan Gas Company from New 
York City, but instead of aiding the company, they had bought the 
charter themselves! 1+ 

In 1858-1859 Carey brought forth his #agnum opus, the three- 
volume Principles of Social Science. It turned out to be substantially 
his Principles of Political Economy, except that “social science” was 
supposed to make it amply clear that he was concerned with man in 
all his relations and not the degraded materialistic creature with which 
England’s free-trade political economy was concerned. 
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Spencer and Comte had popularized the terms “sociology” and 
“social science.” They sounded more profound than “political eco- 
omy.” Social science was “the science of the laws which govern man 
in his efforts to secure for himself the highest individuality, and the 
greatest power of association with his fellow men.” Carey again 
found that the great progressive forces were corporations, bank 
notes, and a proper tariff. So he traced the source of the nation’s dis- 
tress to the years 1835-1836, when under the despotic hard-money 
Jackson the Democratic Party adopted as a permanent policy free 
trade and the repudiation of credit, and these in turn had made for 
the extension of slavery. 

Carey felt no small satisfaction that by his voluminous writings he 
had done so much to “justify the ways of God to man.” ** But he 
was greatly incensed, even to the point of charging plagiarism, that 
Frédéric Bastiat in his Harmonies économiques and other works, 
should by a similar technique, but with no acknowledgment to Carey, 
arrive at the same general conclusions about the automatic harmony 
between labor and capital. Nor was his anger allayed by the fact 
that Bastiat, instead of supporting protectionism, espoused free trade. 


European economists paid more attention to Carey than to any 
other American economist, although they viewed his work as pri- 
marily centering around the tariff. John Stuart Mill devoted con- 
siderable space to refuting Carey’s tariff views and misconceptions 
of Ricardo. Carey’s basic idea of the growth of civilization from in- 
voluntary association to voluntary association seems to have been 
a forerunner of the Sir Henry Maine and Herbert Spencer formula 
of the development of society from status to contract, except that 
Carey tied it up directly with the growth of corporations as the 
highest embodiment of contract as well as with attacks on socialism. 
Spencer, as a “pseudo” free-trader, was persona non grata to Carey, 
even though his formal conception of freedom was similar.1* 

Carey was always complaining of lack of attention in the United 
States, but this hardly seemed warranted. The Iron Association made 
him an honorary member in 1855. Tariff congressmen swore by 
Carey. Businessmen were willing to subsidize the reprinting of his 
writings in order to flood Congress and the country with them." 

Even academic circles honored him. New York University gave 
him an honorary degree. President Thomas Hill of Harvard, who had 
been a professor of mathematics, in a public lecture at Philadelphia 
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informed his listeners that “they had amongst them one of the greatest 
philosophers of the time, Henry C. Carey.” He spoke of his works 
in the most enthusiastic terms, especially “his law of the tendency 
of mankind to be attracted towards the great capitals or other centers 
of population.” 

Certainly no economist ever attracted such a host of disciples 
among journalists. Since he was a man of wealth and influence, with 
good contacts in the newspaper and publishing field, it was not dif- 
ficult to attract such men. 


DISCIPLES OF CAREY: RUFUS GRISWOLD, DAVID AMES WELLS, 
E. PESHINE SMITH 


) 


Singing Carey’s praises was that literary broker, the Reverend 
Rufus Griswold, protege of Greeley and a Whig to the core. His 
ventures ran from editing a “Native American” magazine to writing 
compendia of American literature. 

Carey’s publishing firm had numerous dealings with Griswold, 
and it was perfectly natural for the relatively poor but ambitious 
Griswold to attempt to spread his fellow Whig’s fame. Most spec- 
tacular was his lengthy article in the American Whig Review, in 
January 1851, entitled “Henry C. Carey, The Apostle of the Ameri- 
can School of Political Economy.” Griswold reprinted it in his own 
Whig journal, the International Monthly Magazine. 

Carey, wrote Griswold, is a free-trader. He shows that the “pro- 
tective system is the result of an instinctive effort at the correc- 
tion of a great evil inflicted upon the world by British legislation 
and the only course toward perfect freedom of trade is to be found 
in perfect protection.” In political economy he has applied “the 
method of the Positive Philosophy,” and his works exhibit the chief 
advance made since The Wealth of Nations. He is recognized abroad 
as a great authority. In fact, his works are used as textbooks in Nor- 
way and Sweden. But in America he is unknown. At the University 
of Pennsylvania, in the street next to that in which the author lives, 
“books are adopted composed of ideas from empirical and nearly 
obsolete systems: Say and Ricardo are regarded as expositors of the 
last and ultimate discoveries.” 

The American Whig Review for October 1850, in an unsigned 
article that bears all the earmarks of being Griswold’s, complained 
bitterly that Carey’s work was introduced in no American college, 
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but in a footnote it added that since writing the article, it had been 
informed that “Carey’s Political Economy, and The Past, the Present, 
and the Future, have been adopted as textbooks—in some New Eng- 
land College, think you, where the sons of the cotton manufacturers 
are educated [?] or in Pennsylvania, amidst the coal mines and the 
iron mills?—not a bit of it, but in the University of Virginia, where 
the children of the abstractionists are congregated.” *° 

Bastiat, bemoaned Griswold’s journal, had in his Harmonies 
économiques availed himself in a large degree and in a discreditable 
manner of Carey’s ideas. But Bastiat teaches “the optimism of the 
socialists.” 17 

Actually, the chief difficulty with using Carey in the colleges and 
academies was his prolix method of writing. 


Another disciple, E. Peshine Smith (1814-1882), attempted to 
remedy this defect with a suitable textbook. Smith came of a prom- 
inent Rochester, New York, family. He graduated from Columbia 
College in 1832 and, after attending Harvard Law School, returned 
to his native city to practice law and journalism. He became an ardent 
supporter of the Whig William Seward. 

He wrote Carey in 1850 that at Columbia College he had learned 
just enough from McVickar to see that the friends of protection 
generally based the defense of their policy on unsound grounds, but 
“your Past, Present and Future came to me as welcome as a torch 
to a man grasping in darkness.’”” However, “we must appropriate 
[the title] free trade to our own cause, and punish our opponents 
with another title.” He thought that, in view of the fact that Carey 
and Comte agreed as to the erroneous views of Adam Smith, Carey 
should visit Comte to point out to him that a social science could 
only be built on Carey’s law of cultivation. 

While Smith was temporarily without a newspaper post, Carey 
suggested to his friend Greeley, who was then trying to arrange for 
a professorship of political economy at New York University, that 
Smith would be just the man. Smith wrote Carey that the office of 
instruction, especially on such a practical subject as political economy, 
should be taken from men of the closet and handed to those who 
have been in the world “for which they undertake to prepare youth.” 
However, those who have the disposition of such places were gen- 
erally decrepit old fogies. Still, Smith preferred a New York news- 
paper post.’® 
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He soon had one again at Rochester, where he was also in 1850- 
1851 acting professor of mathematics and natural philosophy at the 
recently established University of Rochester. While at the uni- 
versity he began publishing a defense of Carey as the true free-trader. 
He became quite annoyed with one “pseudo” free-trade critic of 
Carey for saying that Carey’s theory was a godsend to the “red Re- 
publicans.” *° If the critic insists on refusing to read Carey’s work, let 
him read Bastiat’s Harmonies économiques, and he will see that 
eminent apostle of free trade adopt Carey’s law of proportion and 
expand it into a volume for “the express purpose of overthrowing 
the systems of communism and socialism.” *° 

Smith decided there was need for a proper textbook. So in 1853 
he published a Manual of Political Economy, which, he said, is based 
on purely physical laws. Therefore its conclusions have “that abso- 
’ Jute certainty which belongs to the positive sciences.” He intended 
it as “the American System of Political Economy.” It was Carey’s 
The Past, the Present, and the Future in a third of the space and far 
more readable. He agreed with Adam Smith that labor should be 
free. Therefore, to “trammel it by voluntary combinations’”—that 
is, trade unions—is just as prejudicial to the general interest “as if 
the same object were affected by legislative interference and equally 
condemned by the great body of economists.” But Smith stated some- 
what incorrectly, that John Stuart Mill unfortunately approved of 
trade unions and their respective regulations as wise attempts to 
protect the workers so organized from the inroads of overpopula- 
tion.2: Thus Malthusianism is used to defend restrictions on the 
freedom of labor, but, as Carey taught, the increase of population 
raises wages and if the condition of labor is depressed, the cause 
must lie in attempts to evade or thwart the “free operation of the 
law of our beneficent Creator.” Therefore Congress was given the 
power to regulate commerce with foreign nations in order to 
“counteract any foreign interference with domestic freedom of pro- 
duction and trade, through temptations held out to the immediate 
selfish interests of individuals.” 

Such regulations are the means of executing the sole function of 
government—facilitating and promoting the associations of indi- 
viduals in the form of corporations. Thereby government extends 
the power of private competition within the state and diminishes the 
temptation of the state to engage in any purely industrial operations 
such as canal and railroad construction. Thus the people of New 
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York, by the constitution of 1844, which restrained the state from 
engaging in further industrial enterprises and provided for a general 
incorporation act, deprived the state of the power of impeding pri- 
vate associations. When nations are poor in wealth and scattered in 
population, the government may undertake great enterprises such 
as the Erie Canal, but with the growth of wealth, private enterprise 
supplies the capital so that no one thinks of having the state under- 
take a great enterprise. 

Smith’s textbook went through a number of editions and was even 
translated into French and German. With Seward’s success, Smith 
received lucrative public offices. But he never ceased to boost Carey’s 
views or listen attentively to Carey’s suggestions. 

The book found approval in one college at least, Geneva (now 
Hobart) at Geneva, New York, where the Reverend William Dex- 
ter Wilson taught economics, moral and mental philosophy, and ” 
divinity, as well as any other subject, and looked to the Careys for 
intellectual guidance. 


Carey had another influential recruit, David Ames Wells, who 
illustrated just how a free-trade manual for the “working classes” 
could be easily adjusted to preach protectionism. Wells was a New 
Englander, born in 1828, in Springfield, Massachusetts, and was 
reared in the family of his maternal grandfather, who was a big pa- 
per manufacturer.”? He attended Williams College, where the presi- 
dent, the Reverend Mark Hopkins, offered a rather crude brand of 
the Common Sense philosophy, and the Reverend Joseph Alden 
taught free-trade economics. After graduating in~#847, the youth 
of nineteen became an assistant editor of the powerful Springfield 
Republican. After remaining there a little more than a year, he de- 
cided to enter Harvard’s recently established school of science, the 
Lawrence Scientific School. 

Two years at this school supplied him with a background for pop- 
ularizing the sciences in their practical aspects. From an ever-shifting 
residence—New York, Philadelphia, Boston, among others—he wrote 
articles, edited magazines, and brought out elementary treatises deal- 
ing with a variety of subjects. In 1857, for example, he prepared an 
American edition of Charles Knight’s Knowled ge Is Power. 

Knight was extremely popular in the United States as well as in 
England for his many simple publications on sound economics writ- 
ten especially for distribution among the masses. Knowledge Is Power 
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was devoted to showing that the workingman should seek tech- 
nological knowledge to improve his lot and not depend on trade 
unions or labor legislation, for such knowledge will increase capital. 

Wells’s main contribution to the revision was the insertion of a 
chapter for the most part taken verbatim with acknowledgment from 
Carey’s pamphlet on Money. Knight’s treatise avowed free trade in 
general, but after all the central issue of labor and capital did not pre- 
clude a protectionist stand. Thereby Wells felt he could do a good 
service to Carey. At least he thought that the influential Carey should 
be made aware of his discipleship. 

He wrote Carey shortly afterward that in preparing his series of 
scientific books, he “kept steadily in view the principles of political 
economy as I have learned them from you and have endeavored to 
shape my teachings into consonance with them. . . . You will re- 
member doubtless that in my edition to Knight’s Knowledge Is 
Power I incorporated your ideas about money, i.e., that it was a 
great labor saving machine . . . Your views have attained a wider 
circulation through this little book, than through the medium of 
their original publication.” Carey was definitely pleased and show- 
ered his disciple with his volumes. Wells replied, “I hope you will 
find your reward in the adoption and practical application of your 
ideas by the masses of our people.” ** 


Other protectionists were soon using Carey’s views. Thus A. W. 
Young, in a later treatise, National Economy, took over with ac- 
knowledgment Carey’s “proof” that free trade drained specie from 
the country. 

Samuel G. Goodrich, voluminous publisher of schoolbooks, pro- 
claimed that Carey and E. P. Smith had produced the outstanding 
treatises in political economy, even though he used Wayland in his 
own general school treatise.*4 


THE “SOCIALISM” OF STEPHEN COLWELL 


Carey and his school always attempted to retain the label of “free 
trade” for their views; but Carey’s close friend Stephen Colwell 
arrived at the same objectives by taking the stand that free trade 
in general was anti-Christian and cannibalistic. He could even call 


himself a socialist at times.”° 
Colwell was far shrewder and more subtle than Carey. He had 
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great advantages over Carey. He grew up in Virginia, had a college 
education, possessed the finest library in the country on economics 
and related subjects, and as a devout Presbyterian active in the affairs 
of the church, had a thorough knowledge of theology both in theory 
and practice. 

He was born in Brooke County, Virginia (now in West Virginia), 
in 1800; attended the evangelical Presbyterian Jefferson College (now 
Washington and Jefferson College) in Pennsylvania, and after gradu- 
ating in 1819 took up law. Two years later he was practicing in a 
circuit that included Virginia, Ohio, and Pennsylvania. For seven 
years, from 1821 to 1828, his headquarters were in St. Clairsville, 
Ohio; then until 1836 he made Pittsburgh the center. After having 
married into a family of wealth, he acquired extensive iron prop- 
erties in New Jersey and Pennsylvania and in 1836 made Philadelphia 
his permanent residence. He was not only a leading iron master, but 
also prominent in railroads, especially the Camden and Atlantic, the 
Reading, and the Pennsylvania Central. 

He was equally prominent in philanthropic, religious, and educa- 
tional matters. He was active in the African Colonization Society 
and the Philadelphia House of Refuge. He was a trustee of the 
University of Pennsylvania and the Princeton Theological Seminary, 
and president of the board of trustees of the General Assembly of 
the Presbyterian Church. 

Colwell early showed a deep conservative bent. While a youthful 
attorney in St. Clairsville, he delivered a Fourth of July oration not 
long after the Missouri Compromise. He denounced those critics of 
slavery who wanted some positive action as “patriotic, noisy, selfish 


philanthropists” devoid of every qualification for public station and — 


lacking in virtue.?° 

During the great agitation over the Bank of the United States in 
1834, he denounced all opponents of the bank as lacking in virtue. 
Jackson’s “high-handed” action in removing the deposits, he an- 
nounced in an anonymous publication under the signature of “Wil- 
liam Penn,” has destroyed business confidence and has brought about 
the prevailing distress. The vital credit system, which is essentially a 
clearing system, depends for its smooth functioning on confidence. 
The “interference” of government has upset the delicate mechanism 
and caused a disastrous sacrifice of goods to meet engagements, and 
thus a collapse of the economic structure. 

The thoughtless may worship Jackson now, but history will soon 
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write his doom and place him among those whom a “mistaken people 
have placed over their heads for their injury and destruction.” The 
opposition to the bank is really headed by Van Buren and his 
New York political associates as part of a sinister attempt to use the 
resources of the most powerful state in the Union in wealth and pop- 
ulation to establish a dictatorship over the entire country. 

The bank is a Pennsylvania institution and keeps all banks sound. 
But “we are summoned peremptorily to sacrifice the Bank upon the 
alter of our party allegiance, . . . and bequeath what remains of 
our state pride and independence to the Albany Regency.” 27 

During “renegade” Whig Tyler’s presidency, Colwell, in a series 
of articles in the Presbyterian Biblical Repertory and Princeton Re- 
view, attempted to weld together in the name of Christianity the 
pro-slavery, the high-tariff, pro-bank, and anti-democratic forces of 
the nation. 

The abolitionists, he declared, have helped to rivet more closely 
the chains of slavery on the blacks. England spent a huge sum to 
emancipate 1,000,000 slaves in the British West Indies, but their 
condition as slaves had been far better than the 8,000,000 laboring 
poor at home. Who is the worse slave? He who is claimed by legal 
title, supported as a valuable property, and if he runs away is care- 
fully sought at a great expense and carried back as a “lost sheep that 
is found,” or he who is crushed, starved, and cast aside by the bitter 
competition and must live on the compulsory charity of his master 
in the form of a poor rate? 

The feudal lords in England freed the serfs, not to better the con- 
dition of the latter, but to establish capitalism in England. They 
drove the freemen from the land in order to engage in large-scale 
farming with cheaper labor. The descendants of the serfs have ever 
since been degraded heathen paupers in the cities, forced to work 
for a pittance at ever-increasing hours and demoralized by the im- 
personal poor relief so that England can capture foreign markets. 
Thus the poor have been increasing faster than the rich, capital and 
labor have become sharply separated, and the upper classes have be- 
come so contemptuous of the lower that a bloody revolution may 
ensue. 

In England the remedy for capitalism is not universal suffrage, 
organized public poor relief or factory acts, but individual charity, 
the spreading of the Gospel through the establishment of more 
churches, and a direct interest in the poor by the upper classes. Cer- 
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tainly any political revolution, any increase in the power of the peo- 
ple, would be disastrous, for the “wisdom and experience of cen- 
turies would be lost,” and the new order would develop as many 
evils as the old. The “legal rights of the wealthy and the social 
necessity of duly respecting them” must not be questioned, for by 
depriving people of what they have honestly acquired this action 
would bring on convulsions. 

It will be long before capitalism sweeps away the independent 
proprietors of the soil in the United States, he continued; but unless 
proper trade measures are taken, they will become the victims of 
capitalists monopolizing the land as in England. Already the cities 
are becoming crowded with redundant population. The devotees 
of commerce hold the moneyed power, and that power must be regu- 
lated by a judicious tariff or it will consult its own greedy interest, 
regardless of the sufferings it imposes on labor in the process. Unfor- 
tunately, the legislature with its party spirit is incompetent, and the 
people, instead of being humble and confessing ignorance, act like 
students who want to be on an equality with the professors. 

Under the prevailing democratic system of popular elections, the 
scum of society, people without business habits, are thrown up as 
representatives. Contrary to the teachings of demagogues and vision- 
ary democrats, the people as such are incapable of governing them- 
selves. The legislature does not look to the past and is heedless of 
the future. 

The only branch of the government that retains its purity, Col- 
well declared, is the judiciary. The judges are men of principle and 
independent judgment, free of party bias, because they hold a life 
tenure during good behavior. Therefore, instead of reforming the 
judiciary as the demagogues demand, a good deal of the legislative 
function should be transferred to the courts. In fact, the Supreme 
Court would be the proper body to appoint the professors and su- 
pervise a truly national university for training prospective legislators 
in the science of government in all its aspects, from constitutional 
law and diplomacy to political economy and statistics. 

Colwell’s ideal government appeared to be that of despotic Sweden. 
Sweden’s present dilapidated state of morals, he explained, is due to 
the effect of plenty and a long period of peace upon a system inured 
to the hardships and attenuation of war. The King and his heir will 
revitalize the nation. The King has been accused of resorting to 
arbitrary measures and of relying on the army for support, but he 
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used the army to maintain peace. The Crown Prince is a warm friend 
of true religion and moral reform. He advocates temperance and 
has written an “excellent work on prison discipline, in which he 
advocates the system of solitary labour.” Colwell especially praised 
that government’s statistical institute which prepared what he con- 
sidered incomparable reports on crime.?§ 

When a “true” Whig became President in 1849, Colwell, under 
the pseudonym of “Jonathan Wise,” again appeared in the public 
prints to plead for Clay’s doctrines. Under the low Tariff of 1846, 
the country’s specie was drained to pay for the excessive imports, 
he declared. To save themselves, the banks had been forced to reduce 
the currency and thus brought destitution and bankruptcy. There- 
fore, government, to prevent overtrading, should raise import duties 
and at the same time should open a credit abroad to save the banks.?® 

He was more specific in the anonymous memorial he prepared on 
behalf of the Pennsylvania iron masters convention of 1849 for a 
higher tariff than the average prevailing rate of 30 per cent. The in- 
crease is necessary to defend the country against those destructive 
commercial fluctuations which originate in Great Britain, he said, and 
which, instead of expending their force at home spread havoc in the 
United States through a necessary dumping of British manufactures 
and the consequent disruption of the nation’s regular course of in- 
dustry. 

England still has some great advantages. The cheapness of money 
in England has enabled her manufacturers to prosecute their busi- 
ness with more vigor and economy and to introduce quickly many 
modes of saving expense. But even if the American iron industry were 
as greatly developed as in Great Britain and enjoyed equal advan- 
tages, protection would still be necessary to defend the country from 
commercial irregularities. Each of the equally powerful competitors 
would otherwise in periods of depression attempt to relieve their 
home markets by “dumping” their surplus in the other country until 
both markets, unable to maintain sufficiently high prices to com- 
pensate for unfavorable periods, would sink into hopeless depres- 
sion. British manufactures must be prevented from flooding the mar- 
ket at less than the average price upon which their business thrives. 

Among those most deeply interested in the prosperity of the iron 
manufacturers are the farmers who furnish food and the planters 
who furnish the clothing for the iron operatives. True, it costs more 
to manufacture here than in England because of high wages. But the 
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iron masters do not favor a system which contemplates a reduction 
of wages and consequent degradation of the workingmen. The con- 


sumption of every country is regulated by the laborer’s wages; if | 


he is liberally paid, he will consume freely. The mass of the con- 
sumers must be the laborers, and when they can extract a fair com- 
pensation, all prices will soon be adjusted on the same scale. The 
manufacturers will demand for their products a price proportionate 
to the cost of labor; the farmer will do likewise, and so on through 
the whole course of industry. The laborers contribute to maintain 
prices by a consumption proportioned to their income. Since all 
persons concerned in the adjustment obtain justice, the largest pos- 
sible consumption arises. ‘The stimulus to exertion and increased pro- 
duction will be complete because every product can be exchanged at 
a fair rate for other products. The production and consumption 
will be limited only by the physical abilities and mutual wants of 
the producers. Thus the season of the highest prices of iron are those 
of the greatest consumption. 

The danger of monopoly by domestic producers would be pre- 
vented if the government sustains “the domestic manufactures at 
the point of full production” and then admits the article freely.*° 

After reading the memorial, Cooper’s protege and associate, Colo- 
nel David McCord, the South Carolina banker, lawyer, newspaper 
publisher, and planter, succinctly asserted that it would take more 
than a Philadelphia lawyer to determine when the iron interests 
would acknowledge that they had reached the point of full produc- 
tion.*+ 

Colwell’s memorial brought little result, and shortly after its pres- 


entation he began to place emphasis on his old approach through 


theology. So in 1851 he released his anonymous New Themes for 
the Protestant Clergy, which he had originally planned to present 
in a series of newspaper letters “as the production of a manufacturer 
or workingman.” 

Protestantism has resulted in many triumphs for science, arts, and 
industry, he began. A high business morality of strict adherence to 
contracts and trusts has arisen. But pursuit of riches, of production 
and the extension of commerce, has tended to become excessive and 
has resulted in the oppression of labor. This arose from the free intel- 
lect that accompanied, but was not indigenous to, Protestantism; and 
this in turn arose from too much reliance on learning and not enough 
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on the affections, so that the spark of Christianity, brotherly love, and 
charity is neglected. 

England, for instance, has a blessed constitution, the most wise and 
vigorous administration, and the advantages of climate and soil; but 
pauperism increases because the Episcopal clergy, instead of going 
among the poor, preach the Malthusian doctrine. 

The masses bereft of the direct moral guidance of the upper classes 
and clergy, are beginning to think that their low position is not their 
fault and are absorbing radical doctrines that will culminate in revo- 
lution and bloodshed. The clergy should show them “that their 
ideas of remedies are impractical” and inform them that the precepts 
of Christ can completely solve their problems. 

‘The law can step in at one place to protect the “poor” from the 
unchecked greed of merchants which the individualist philosophy 
of free trade enforces. That is, of course, the right kind of pro- 
tective tariff. Thereby Christians will exalt the science of social well- 
being—the act of doing good—to its true elevation and make all 
other sciences subordinate and contributory to its perfection and 
efficiency. 

In his elaborate “notes” on the literature, Colwell recapitulated his 
argument to support a protective tariff and denounced organized 
poor relief whether by the state or private organizations. The Eng- 
lish writers understand clearly that the necessary expenditure for 
relief, if undertaken by government, would be so large as to require 
an unjustified violation of private property. They do not realize, 
however, that the requisite sacrifices must come from individuals 
spontaneously under the pressure of religious motive. 

The socialist-minded—that is, non-Christian reformers in general 
—have served a useful purpose in exposing selfishness, but they have 
injured their cause by absurd and wicked schemes. The Church is to 
blame in not showing these socialists that the equality and brother- 
hood they seek is to be obtained through Christianity. In this sense 
there is much more in common between Christianity and “true 
socialism” than between Christianity and “political economy”— 
that is, free-trade economics. 

The book caused a terrific uproar in theological circles. The 
Episcopalians in particular were aroused over his aspersions on their 
faith. Samuel Austen Allibone, the Philadelphia banker, took time 
off from compiling his monumental Dictionary of English and Amer- 
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ican Literature to write a denunciation of Colwell as an infidel and 
socialist.®? 

But Colwell’s fellow Presbyterian, the Philadelphia ee William 
Henry Ruffner, understood at least some of the objectives and he 
defended Colwell against his critics. Ruffner declared, in Charity and 
the Clergy (1853), that Christianity teaches socialism from begin- 
ning to end, but we have permitted “a set of Christ-hating philan- 
thropists to filch and appropriate our great Church idea... we 
have no sympathy with that riff-raff horde of Abolition and Fourier- 
ite fanatics.” 

Colwell soon acknowledged authorship and condemned his critics 
for not observing the law of charity. He became a little more con- 
crete in his anonymous Politics for American Christians, which ap- 
peared just before the election of 1852. 

In every country there is a fair rate of remuneration of labor, he 
said, and this rate would be reached in the progress of industry if the 
“intervention of disturbing causes were excluded or duly regulated.” 
The mutual transactions of men ceaselessly dealing with each other 
under the protection of wise and equal law embodied in a proper 
protective tariff would enable them to fix prices with reference to 
the quantity of labor expended. Cheapness is not the chief object, 
for this is obtained only by oppressing the producer. Since foreign 
commerce is extremely fluctuating and hazardous, it is unfit to be a 
regulator of wages or a patron of domestic industry. 

Of course, the individual’s right to the means of spiritual life and 
growth, recreation, and comfort would assure his right to a ten- 
hour day; but the other and nearer question of protection takes 


precedence for the present, and besides, “there would be no Chris- 


tianity in making bad worse.” He warned sympathizers of the Eu- 
ropean revolutionary movements that good Christians should advise 
all to “be subject to principalities and power and obey magistrates.” 
They must make it known that Christians seek the advantage of their 
authorities as well as their subjects. 

He lauded the federal system which prevented congressional “in- 
terference” with slavery in the southern states. Otherwise a cen- 
tralized government would have arisen, and the individual would 
have been sacrificed to the state. Patriotism and religion have suf- 
fered because of popular elections and universal suffrage. We have 
enslaved electors by forcing them to obey their constituencies. Good 
men are elected to high office, but the politicians strip them of all 
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power. The republican government is likely to become the most 
despotic because self-government has greater ability to do damage. 
So in his also anonymous The Position of Christianity in the United 
States (1854), he declared that to “instill patriotism and religion, to 
purify political life, from the danger of the infidelity of revolution 
abroad, all Christians must unite in a common national party” and 
resurrect Hamilton’s scheme of a “Christian Constitutional Society.” 

At the same time, in both the revised edition of New Themes and 
in the American edition of the Reverend William Arnot’s The Race 
for Riches (1853), he offered a prize of $500 for the best treatise 
on “The Law or Doctrine of Christian Charity as Taught and Ex- 
emplified by Christ and His Disciples.” Contestants must take ac- 
count of the fact that the laboring classes should not be dependent 
on the actions and results of foreign competition, that “separate 
property and unequal accumulations” accord with the doctrine of 
charity, that a person with superior physical and intellectual strength 
will command or acquire greater wealth and thus receive special 
responsibilities under a stewardship. 

To push further his view on charity and its corollary, a higher 
tariff, he had some foreign works on the subject translated by a 
former professor in Switzerland, G. A. Matile, who was exiled from 
his native land because of the revolutionary turmoil of 1848 and was 
a bitter opponent of any form of socialism. One of these was the 
_ Reverend Stephen Chastel’s The Charity of the Primitive Churches, 
which “proved” that private charity was the only sensible kind of 
charity. 

To adumbrate that the right kind of “charity” meant, for one thing, 
the right kind of protective tariff, Colwell had Matile prepare in 
1856 the first English translation of List’s System of National Political 
Economy. Yo protect the reader from certain “erroneous” details in 
List and to place the matter in its proper “moral” setting, Colwell 
prepared a lengthy introduction and added notes on points he ques- 
tioned in List. 

As he had always done, Colwell denounced Jaissez-faire political 
economy, or, as he called it, the “School,” as emphasizing materialism, 
selfishness, and production rather than the well-being of man as a 
whole. It refuses to recognize the interrelations of economics with 
politics. It does not allow for religion and morals. It is abstract and 
non-historical. It is for the benefit of England and the rich capitalists. 

In fact, true political economy could not be a science. The busi- 
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ness of governing in reference to the interests of industry and trade 
“are far too numerous and capricious to be reduced to the despicable 
condition” of absolute non-intervention, as advocated by the School 
of Say, without ceasing to be a proper government. “Does not every 
government repress all improper movements of the working classes 
to gain undue advantages? The government alone can survey the 
whole field of national industry and ascertain the condition of all the 
laborers—how many are suffering . . . from indisposition to labor 
—how many are suffering from the influx of foreign products.” 

In his elaborate introductory survey of political economy, Colwell 
even showed by his preferences among writers just what was the 
right kind of intervention for the public good. He extended the great- 
est praise to Melchiorre Gioia (1767-1829), who, in fact, was a 
Benthamite. According to Colwell, he was known as the “Colossus 
of Political Economy” in Italy. Colwell especially noted that one of 
Gioia’s books on the kindred topic, “The Philosophy of Statistics,” 
had pointed out the grave errors of the principle economists, espe- 
cially Smith and Say, and declared that the government’s influence 
was useful in the construction of good roads and canals. 

The meaning of these latter was amplified in Colwell’s praise of the 
Virginia law for state subscription of three-fifths of the stock of 
turnpikes, railroads, and canals. The government might also inter- 
vene, according to Colwell’s quotation from Gioia, to grant public 
aid by money or credit to enterprising men introducing new 
branches of industry, either with or without interest, or upon long 
terms of repayment. The government should also repeal all usury 
laws. 

How to dispose of the liberal-minded free-trader Mill’s treatise 
created something of a problem to Colwell, for Mill’s title, Principles 
of Political Economy, With Some of Their Applications to Social 
Philosophy, precluded the usual charge that it was not concerned 
with “social well-being.” But Colwell found a way out. It was that 
Mill, as a great logician, “owed the public a treatise on the pure 
science.” He had no business mixing up the art with the science be- 
cause he was not and could not be a practical statesman. True, Mill 
occupied a high position in the East India Company; but, while it 
afforded him leisure for study, it gave him little opportunity for be- 
coming versed in the affairs of the world outside of the concerns of 
the company. “We do not expect our men of science to become .. . 
our men of business or of art; but we expect our public men and men 
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of art to overlook no progress made in the science which can furnish 
them aid.” Therefore if Mill, instead of aiming at the popularity of 
Adam Smith, had bent his whole mind to elucidating the science, 
he would have been more useful to the world. Nassau Senior did this; 
therefore he stands foremost in the pure science of political economy. 

Even List came in for some “corrections.’’ With some consistency, 
List had argued that France had foolishly restrained by duties the 
importation of semi-finished manufactures and agricultural products 
essential for developing manufacturing power. Among these were 
iron and wool. Of course, Colwell could not see iron as a free good. 
“There is no article of manufacture more important than iron, for 
its large employment is the chief characteristic of civilization,” stated 
Colwell in a footnote. 

Colwell could hardly call wool-growing a manufacture, but then 
the wool interest was useful if a higher tariff on iron was to be 
gotten, at least while the New England textile manufacturers opposed 
a higher iron tariff because it would increase plant and equipment 
costs. Consequently, Colwell added, in regard to wool the terms em- 
ployed by List “are too general; it should in regard to every and each 
commodity be a subject of special and sound discretion what should 
be done for the interest of labor and national independence.” 

The greatest disturbance to the orderly working of the industrial 
system outside of, but ultimately related to, the tariff was the defec- 
tive monetary system. In a sense, Colwell returned to an old faith in 
a private national bank and a proper inconvertible currency. This was 
elaborated in his finest treatise, The Ways and Means of Payment: A 
Full Analysis of the Credit System with its Various Modes of Adjust- 
ment (1859). Into its 644 pages Colwell poured a large part of the 
contents of his vast library on the literature of banking. 

It was even more elusive than his other books. There is hardly a 
theory of banking and currency that is not to be found in its pages, 
but all of them were turned to disproving the hard-money policy of 
the government. In 1851 when he had begun publishing on the matter 
in the leading financial and mercantile journals, he had been disturbed 
by the threat to demonetize silver and called instead for the demone- 
tization of gold lest the United States become increasingly dependent 
on England. Now he had worked out a full-blown argument and 
scheme, ostensibly to increase the specie horde of the nation as “bal- 
ances,” not as a medium, with of course, a “national bank” to regulate 


the currency. 
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His starting point was Sir James Steuart’s concept of “money of 
account,” and with it went Steuart’s mercantile views. The money of 
account, said Colwell, is “the language in which prices are expressed 
and books of account kept.” It originates from some coin or special 
weight of specie, but it soon becomes so fixed in men’s consciousness 
as a unit of value that they “carry the memory of that value in the 
mind and use it with the same effect, abstractly as if referring to the 
coin.” It need not and should not have a corresponding unit in actual 
exchange, for this endangers its steadiness as the measure of the true 
or equitable, or labor, value of goods. Thus when gold “depreciates,” 
it should be quoted at a lower price in the money of account instead 
of forcing “the money of account” to share its depreciation by virtue 
of the legal-tender act fixing its legal value. 

In other words, specie should be demonetized or, as he attributed to 
Gioia, his great authority for state intervention, in the introduction of 
the List volume, specie should be allowed to fluctuate according to 
the “market value, without fixing that value by a law of legal tender 
and commerce in specie should be placed under restrictions.” 38 

It is also found in one of the conditions for the $500 prize on the 
“Doctrine of Christian Charity”: Whether “it is right for rich men 
to keep their wealth .. . unproductive or even at usury in the bank, 
while the employment of the mass of labourers is left to those of in- 
adequate means, who cannot punctually pay the wages of their men, 
and who frequently fail and never pay them.” ** 

Money—specie—is important for retail trade and balances, but it is 
not essential to exchange in trade. Most payments are made through 
the credit system without use of specie or any similar equivalent. 
Larger payments are made almost exclusively by means of credit in 
units of abstract money of account. Thus credits cancel each other 
at the banks without the intervention of specie money. Commodities 
and services pay for commodities and services; men apply their credits 
to the payment of their debts. Credits, through the cancellation of 
which payments are made, whatever be the shape they take, whether 
bank notes, bank deposits, or less important representations of private 
credit, “become a general instrument of purchase, not because they 
are money or representatives of money,” but because “they are the 
chief medium of paying debts.” This, not convertibility, gives them 
their value. In fact, convertibility, when actually required in a period 
of stress, breaks down, and the banks themselves either are forced to 
admit failure to make payments on demand or become a scourge to 
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the community by inflicting the hardships of a drastic contraction. 

Under the present system an unfavorable balance of trade or the 
fear of ignorant depositors causes a panic because the notes must be 
paid on demand. One alternative would be the absurd, destructive one 
of a 100 per cent reserve against all bank notes and deposits. The true 
solution would be to make bank notes receivable at all times in pay- 
ment of debts to the bank, but the bank should redeem the notes only 
on the maturity of the loans that brought into circulation the notes 
and deposits. Thus the bank notes would be absorbed in paying debts 
to the banks, and the banking system would become one of effective 
barter. Such post notes (which Colwell doubtless knew Biddle had 
used in his speculations) would involve some trouble and expense, 
but “the ingenuity of bankers and engravers could overcome the 
difficulty.” 

Such post notes are essential to protect the banks in the large cities, 
he said. Should these city banks, as the nerve centers of the country, 
be compelled to contract loans because of a demand for specie, the 
result would be a loss tenfold the specie, and soon the baleful influ- 
ence would extend throughout the country. 

What is more, with a smooth-running system of credit available, 
interest rates would fall. The rate of interest is not dependent on 
specie, but on the available credit fund created by discounting com- 
mercial paper. At the same time, bank notes and deposits should be 
amply protected by placing adequate securities with the state. 

Colwell pivoted the whole discussion on an elaborate analysis to 
prove that the quantity theory of money was erroneous, both in the 
narrow sense of specie and in the broad sense of “mixed currency” — 
specie, bank notes, and bank deposits. The quantity theory, he said, 
is the work of “theorists” or system builders. It is disproved by statis- 
tics. The causes affecting prices are too numerous, too indefinable, 
and react so much on one another that the effect of money cannot be 
precisely determined. 

“The general range of prices, as it rests in the mind of the body of 
dealers, is one of the most sensitive things in the world. Like the ocean, 
the least breath of wind from any quarter will ruffle the surface, and 
it requires but a breeze of demand or speculation to set the whole in 
rapid movement, if not wild commotion, the result and termination 
of which none can for a time conjecture.” Whatever belongs to 
abstract science may be explained by exhibiting the immutable laws 
of nature or the unfailing processes of mechanics, or the demonstra- 
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tion of mathematics, but that which depends on the minds, tempera- 
ments, and passions of men and the casual occurrences of life, as do 
prices, can never be reduced to algebraic formulae or laws like those 
governing bees and ants. Of course, other “influences ceasing, prices 
must constantly tend to correspond with the cost of production,” as 
the mathematical economist Ricardo contends. But this center is 
itself changeable. In truth, the cost of production itself depends so 
much upon prices that the inquiry into the cost is carried back into 
an inquiry about prices, and so the investigation turns in a circle. 

Colwell argued for the most part in familiar fashion that the amount 
of bank currency was the consequence, not the cause, of rises in 
prices. This doctrine, he said, is supported by experience and by the 
authority of the English financier and businessman, Thomas Tooke, 
who “proved” by statistics, careful observation, and reasoning in A 
History of Prices, according to Colwell, that price changes originate 
in the circumstances affecting the commodities and not in the quan- 
tity of the currency. 

Finally, Colwell bluntly defended high prices as he tacitly ad- 
mitted that the increase of currency might raise prices. Many believe, 
he said, that prices are so inflated by a superabundant currency as 
seriously to diminish exports. They contend that if paper currency 
were banished, prices would fall, and the United States could man- 
ufacture against the world. But the withdrawal of these bank facili- 
ties would check industry and trade, and the result would be a de- 
cline of exports and production. 

The present high prices are a public benefit, not an evil, for they 
give to labor its just compensation and thereby keep the industrial 


system at a high and increasing level of prosperity. Of course, this 


does not mean that the mass should be given higher wages directly, 
but rather that a higher tariff along with the financial measures would 
prevent foreign competition from disturbing the internal process 
that guarantees high wages. 

To carry out the financial reform, the independent treasury system 
should be revised, Colwell felt, so that it would conform to the 
“habits and customs of the people.” True, the Constitution specifies 
specie as the standard of payment, but people are accustomed to 
using paper currency and credit. These are more effective and eco- 
nomical. Their use would be even more general but for restrictive 
laws and restraints on banking. Except for the California gold discov- 
eries, the Treasury’s adherence to specie exclusively would long ago 
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have created a financial disturbance that would have shaken industry. 

Our system assumes, as its name indicates, the attitude of being in- 
dependent of the people, for it admits no contact with the business 
interests of the country. In Great Britain, however, the Treasury 
leans upon the Bank of England, the greatest commercial institution, 
and thereby establishes a sympathy with the needs of trade which 
tempers, if it does not control, its whole operations. 

So Colwell advocated first of all that a government use a very 
limited amount of non-interest-bearing treasury notes of small de- 
nomination, and in addition interest-bearing notes of larger denomi- 
nation payable after six months and longer, to provide investments 
for banks and wealthy individuals. 

The Treasury would thereby hold all the spare specie of the na- 
tion, and the banks would not only get interest on what they had 
hitherto had to hold for reserves, but would have a security which 
would command the specie in emergencies. 

Finally, there should be a national institution, set up with the ap- 
proval and support of the best banks ostensibly to serve as a national 
clearing system to obviate the expense and friction of the settlement 
of debits and credits, just as the New York Clearing House does lo- 
cally for the New York banks. But Colwell outlined the organization 
along the lines of the private national bank that Clay had desired. Of 
course New York was to be the center of its operations.** 

The financial community, judging by the space given to the book 
in the Bankers’ Magazine, was enthusiastic. In a summary of the vol- 
ume the editor declared that the worst shock to commerce arises 
from the violation of the evenness in the exchange of commodities. 
For the remedy we should not look to increased stocks of specie nor 
“to any new restriction upon the abuses of banking, nor to any in- 
creased securities to be furnished by the banks; we must look .. . 
to further progress in the path of setting off debts against debts, to 
some improvement in the modes by which men apply the paper 
they receive to pay the paper they give.” The clearing house is a 
step in the right direction and could be developed into a system of 
“clearing credits”; in other words, a scheme resembling A. B. John- 
son’s “receivables” and Mathew Carey’s “bank credits.” *° Actually 
Colwell was following in the footsteps of Bollmann both in his elu- 
sive methods of argument and in his proposals. 

Meanwhile Colwell had to cope with the most serious problem of 
the country, the ominous threat of secession as the North took a more 
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definite stand against the extension of slavery. So in 1856 he appealed 
to the South as a “friend” in an anonymous pamphlet, The South, 
not to threaten secession, but to support a rise in the tariff for the 
sake of slavery and prosperity. By foolishly following the “profes- 
sorial political economy” of Adam Smith and J. B. Say, the South 
is surrendering the soundest defense of slavery—namely, that it is 
for the benefit of the slave. 

Colwell at least was formally consistent, for he not only insisted 
that free trade with the North damaged the South, but also chided the 
South for not consciously realizing it. The Constitution, he said, pro- 
hibits the South from passing restrictive commercial regulations of its 
own to secure industrial independence. Therefore the southern leg- 
islatures must use other means such as granting premiums on the man- 
ufacture of textiles or “by conferring important favors on the North 
and securing adequate compensation in return,” as by a rise in the 
tariff. 

Of course, when there seemed to be a danger that the South might 
take seriously his comments on the commercial and financial hegem- 
ony of New York and began talking of building up the local ports 
and markets and retaining its funds in local banks rather than New 
York balances, Colwell soon enough pointed out in another anony- 
mous publication, New York and the Five Cotton States (1861), 
that the concentration of business in New York enabled both com- 
mercial and financial operations of the planters to be done at a 
cheaper rate because of economy and convenience. 

It is true that southern deposits in her banks add to New York’s 
immense advantage in capital. New York is the financial capital of 


the United States and as such is the bank of the bankers of the whole - 


country who find it advantageous to keep large deposits in New 
York. This is a purely financial expedient for the benefit of those 
making the deposits. Such concentration of deposits makes a greater 
sum available to the South at any time than if these funds were scat- 
tered in different banks at home. 

But the southern states should hold a conference to prepare a 
uniform slave code to provide security from insurrections. A regu- 
lar secret police should be selected from among the slaves but be 
controlled by whites. Care would be necessary that they should not 
“incur the odium which belongs to spies and informers.” 

The North, too, must learn that men are neither born equal nor 
do they grow equal. Some are born suitable only for subordinate 
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positions, some are so little disposed to obey the requirement of labor 
that they need to be continually urged if not compelled to that duty. 
Civilization exists, Colwell exclaimed on the very eve of war in one 
of his rare signed productions, The Claims of Labor and Their Pre- 
cedence to the Claims of Free Trade (1861), because the masses who 
labor “are like horses saddled and bridled for work.” But the philoso- 
phy of free trade makes its devotees—especially the English econ- 
omists—abolitionists and opponents of paternal government because 
that philosophy gives the claims of free trade as against protection 
precedence over the claims of labor. 


In approach Colwell resembled Brownson. The Whig and the 
Democrat “laborite” both clothed their doctrines in the garb of Chris- 
tianity, upheld slavery, and denounced “capitalism.” They were on 
opposite sides of the tariff and the federal government’s hard-money 
policy, but each blamed democracy for the vicious opposition. 

On the other hand, Carey and Colwell stood stanchly together. The 
technique of each might be somewhat different from the other, but 
they managed to reach the same conclusions. As Carey put it, “Be- 
tween us, . . . there has never been any essential difference.” 

Carey defended his positions in the name of individualism. Colwell 
defended the same positions by denouncing “rank individualism.” 
Each, for instance, attacked the hard-money policy in behalf of un- 
restrained control in banking, currency, and finance by the large 
city banks; but Carey did it by eulogizing specie, Colwell by de- 
nouncing specie. Colwell was willing to give Carey advice privately 
in 1855 on how to use the argument of the need of specie in combat- 
ting the opposition of the railways to tariffs in iron products, espe- 
cially rails. The railway companies take iron from England, Colwell 
wrote to Carey, because their bonds are taken in payment. But their 
interests are bound up with the domestic industry. If we had not 
overtraded during the last five years, we would not have lost 
$2 50,000,000 of gold exports. This would have provided the basis of 
expanding business operations at least fourfold the value of the gold. 
“What would today be the rate of railway dividends and the price 
of railroad stocks?” This, Colwell added, would be a “great idea to 
keep before the public.” ** And Carey wrote accordingly in a 
pamphlet, Present Situation and Future Prospects of American Rail- 
roads (1855). 

So Carey could even applaud Colwell’s denunciation of Herbert 
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Spencer’s Social Statics for its consecration of selfishness and indi- 
vidualism as the primary elements of society, even though this “most 
distinguished and most popular... of the advocates of [the] 
laissez-faire school” might be using Carey’s idiom.** But then Spencer 
was supporting free trade, electoral reform, and disestablishment of 
the Church of England. 


CHAPTER XXX 


The Cautious Protectionists 


ALONZO POTTER’S ECONOMICS FOR MECHANICS 


HE Reverend Alonzo Potter (1800-1865), college mate and 

close friend of Wayland, was very cautious on the tariff. 

He came of New York Quaker farmer stock. His father was 
a man of some substance and of sufficient local importance to serve 
in the state legislature. After graduating in three years and studying 
a year for the ministry, Potter was appointed a tutor, and at twenty- 
one became professor of mathematics and natural philosophy at 
Union College. Three years later he married President Nott’s daugh- 
ter. In 1826, through Wayland, he got an Episcopal pastorate in Bos- 
ton and Wayland took his Union position. After five years in the 
ministry Potter suffered a customary ailment which covered many 
things—namely, loss of voice—and returned to Union as professor 
of moral philosophy and rhetoric. Later, in 1838, he also became vice- 
president. 

In religion and philosophy Potter was for straight Common Sense 
and the Bible. The Hegelian philosophy was anathema. To him it 
was an example of how religion may be insidiously undermined 
“through a skepticism which clothes itself in the guise of reverence 
and voluntary humility.” So he warned prospective theologians 
against the “high priori road.” There are no “transcendental reason- 
ings” which are at liberty to array themselves against “the sure word 
of prophecy.” ? 

Potter pushed all forms of popular education, including Sunday 
schools, common schools, extension lectures, mechanics’ and young 
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men’s associations. In 1835 he planned to prepare for “mechanics and 
artisans” two small volumes designed especially to aid them in their 
efforts at “self-improvement,” one on “the Application of Science to 
the Useful Arts, and the other on those ‘Principles of Political Econ- 
omy’ which are most interesting to the industrial classes.” 

At this time Potter was given an opportunity to present a con- 
crete example of true economics. The rise of trade-union activity 
in New York had just brought the assertion of the old rule of con- 
spiracy against them in the courts. Through the high Whig New 
York Review, Potter severely castigated trade unions. But judging 
by the organ in which the article appeared and by Potter’s diatribes 
against reformers in general and the “Friends of Equal Rights” in 
particular, the article bears the earmarks of being aimed as much if 
not more at the Democratic Party of New York as at trade unions. 

The multitude, the numerical majority, now have absolute power, 
said Potter. The danger is great, for the majority are propertyless. 
Edmund Burke has well said, Potter continued, that in a republican 
government with a democratic basis the rich require an additional 
security above what is necessary in monarchies. They are subject to 
envy and through envy to oppression. Hence in republics property 
is often compelled to appeal from the law to bribery and corruption. 
Regulations lessening its sacredness, limiting the extent to which it 
may accumulate, and partitioning lands have eventually resulted in 
a general scramble for spoils. The poor begin by setting aside vested 
rights and preying on the rich and end by being their victims. The 
reformers and agitators are generally un-Christian, seditious, self- 
seeking foreigners. Potter included among these demagogues even 
Harriet Martineau! He said that she did not fall much behind Robert 
Owen in her zeal for a community of property. 

The greatest evil of popular government, he said, is “that untir- 
ing spirit of change” in the people that renders all investments of 
capital insecure. The politicians utilize the spirit of discontent to get 
office. Golden visions are held up before all who are for putting down 
a pasty, repealing a charter, destroying a bank. But reform weakens 
the habit of respect for laws and thus will destroy all property. Even 
if the rich are oppressive, reformers should not plunder them under 
cover of the law but inspire them with larger justice and humanity, 
and especially by teaching them that their own interests are “indis- 
solubly united with those of the labouring classes.” 

The most prominent evil in the laboring class is the trade union. It 
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degrades the laborer’s character and leads to class differentiation. 
Journeymen, instead of striving to become employers, now hate all 
employers. Their leaders are foreign incendiarists “who have but just 
escaped from legal disabilities” and who, instead of being grateful for 
an asylum, hasten to abuse the existing institutions. Their misguided 
followers, instead of having libraries and societies of useful knowl- 
edge, hear of “equal rights,” “rapacious capitalists,’ “grinding em- 
ployers.” 

Wages, instead of being low, as the unions charge, are in fact so 
high that with moderate labor a workingman not only receives 
enough for necessaries and comforts, but can save for old age. If the 
“factious and discontented” could be forced to reflect dispassionately 
on their condition, they would fear that “higher wages would only 
tempt ‘them to idleness and prodigality.” It is “a melancholy truth, 
that in every country the best-paid workmen are usually the most 
thriftless and irregular.” 

The unions complain that high profits are obtained at the expense 
of wages, but, on the contrary, large profits are good for labor. If 
profits are high other capitalists enter the business, and the competi- 
tion of the employers for labor increases the demand for labor, hence 
wages rise. 

Unions and strikes are fundamentally vicious because by interfer- 
ing with the freedom of employer and non-member they interfere 
with that liberty which is “the birthright of the American people 
and the foundation of their happiness.” They injure the agricultural 
class and the public by causing unnecessarily high prices for their 


products. They cannot benefit the laborers, for they violate a funda- _ 


mental law of economics, nature, and God—the law of supply and 
demand—in this case between the number of laborers and the quan- 
tity of employment. Should the unions fail to see the iniquity and 
uselessness of their course, then the masters will combine in order to 
enjoy the privilege of “controlling their own concerns and escape 
the tyranny of a dark and irresponsible junto.” These employer asso- 
ciations have developed in England in the form of chambers of com- 
merce. But they are more easily achieved here, and in fact have al- 
ready appeared in the United States because “competition is less 
close” and is conducted on more “generous principles” than in Eng- 
land. True, the most thoughtful union members feel that the unions 
could eventually embrace both masters and men and thus arrange 
the rate of wages by mutual agreement. But the experiment was tried 
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in Europe and failed. Boroughs, corporations, and guilds were of such 
a character, but their restrictive practices so raised prices that in- 
dustry left for areas where these restrictions did not exist. 

Today the “zeal for monopolies has been shaken among the mer- 
cantile class because they have gradually acquired more just and en- 
larged views of their own interests.” The dissemination of such views 
among laborers would lead them to discover that they do not need the 
protection of organized unions. But, above all, efforts should be re- 
doubled to spread among the people the influence of pure and unde- 
filed religion. “Without this we are inevitably lost—we may be lost 
SOOns 

The immediate corrective is the inculcation of sound political 
economy. If political economy is pursued in the true spirit, “it be- 
comes—not the disorganizer of society, but its conservative prin- 
ciple.” It is the duty of the American economists, not merely in the 
name of science but also in behalf of higher truths, to stamp out those 
gloomy forebodings of even some reputable economists to the effect 
that society through excessive population and decreasing returns to 
labor is doomed to wretchedness, only to be avoided by the devasta- 
tion of war, famine, or pestilence. : 

Potter felt that Henry Carey was wrong, however, in holding that 
the false principles of Malthus that might lead labor to consider 
the employers as enemies flow from Ricardo’s theory of rent. 
Ricardo’s theory that rent is a differential in fertility, in the inde- 
structible powers of the soil is a fundamental truth, said Potter; but 
this tendency toward diminishing returns in the cultivation of the 
soil is more than offset by the advance of skill and capital. If the 
Ricardian theory so interpreted is accepted, Potter continued, then 
England can be most effectively shown to be acting against her in- 
terests in enforcing the Corn Laws and restricting American credits. 
Under the true doctrine, England would invest in the superior soil 
of America to provide her people with cheap bread. English land- 
lords might lose a little temporarily, but the profits of her capitalists, 
manufacturers, and merchants would rise immensely. 

Potter also thought that Carey’s “historical” approach was less 
useful than strict deductions from Common Sense principles. Though 
the conclusions reached will be substantially the same, still there is 
more danger of going astray with the statistical-historical method, 
said Potter; for the latter obviously cannot be as precise and simple. 
Thus value is elucidated in the crude barter of Indian savages or the 
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bargaining of schoolboys in their short periods of relaxation, rather 
than in the statistics of the customs house.° 

Finally, in 1840, Potter published for the lower schools and the 

ublic his Political Economy, Its Objects, Uses and Principles Con- 
sidered with Reference to the Condition of the American People. The 
larger portion of the book, devoted to general principles, was taken 
verbatim, as Potter stated, from the first part of Political Economy as 
Applied to the Present State of Britain, written by George Poulett 
Scrope, a member of Parliament.® 

Scrope was a free-trader; but, like Henry Carey, he opposed the 
Malthusian doctrine and asserted that the high wages and prosperity 
in the United States cannot be explained by her vast tracts of wild 
lands. Until recently many of the states of the Old World, and all 
parts of the new had such lands; the depressed condition of these 
countries arose from the vices of their government and institutions, 
from “the unnatural restraints imposed on industry,” and from the 
age-long ignorance, vice, and bigotry engendered in the people and 
the rulers. The United States in a short time has developed into one of 
the most powerful, wealthy, prosperous, and civilized nations because 
of different “political institutions and moral training.” Such a eulogy 
was naturally acceptable to Potter, but other features of Scrope’s 
work were not. His sympathetic treatment of the poor laws and the 
absence of the usual extreme denunciation of trade unions, Potter 
evaded by not including the later chapters of the Scrope book in his 
treatment. 

Potter asserted his own protectionist proclivities by adding qual- 
ifying footnotes to Scrope’s text. For example, where Scrope asserted 
that a reduction of a duty would lower prices, Potter argued in « 
footnote, as Mathew Carey had done, that such action would raise 
prices. A high duty induced more capitalists to enter the business and 
the competition reduced prices. So Potter could say in his summary 
of the “established” doctrine that, under certain limitations, both 
domestic and foreign trade should be free. 

One footnote qualification contained the germ of a significant de- 
velopment in orthodox economics that Nassau Senior had presented 
in England. Besides land, labor, and capital there is another large 
source of wealth, Potter asserted—namely, “the exclusive posses- 
sion of instruments and processes of extraordinary skill, powerful 
connections, etc.” Since these owe their origin in many instances to 
nature or accident, they are analagous to land, and “hence instead of 
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making land one of the principal elements of wealth, it should rather 
have been considered as a species, of which all these natural and ad- 
ventitious advantages would have formed the genus.” 

The right of the possessors to these returns must not be ques- 
tioned. Costs, said Potter, include not only wages and labor, and 
capital consumed and the profits thereon, but also “revenue for su- 
perior fertility of soil, advantages of position, secret processes, etc.” 
The last has often been termed “monopoly, because the right to 
receive it is not equally accessible to all.” But the right is just and ex- 
pedient since it encourages foresight, inventions, and personal im- 
provement. Potter also added in a footnote that laborers, landown- 
ers, and capitalists are usually presented in the treatises as distinct 
parties in distribution. But in fact these can hardly be distinguished, 
least of all in the United States. The laborer is usually to some extent 
a capitalist, and vice versa. The proportion which each receives could 
be fixed justly only by free contract. “Law ought to interfere only 
to protect persons and property, and to encourage production.” 

Potter’s substantial contribution to the textbook was a “supple- 
mentary chapter,” about one-third of the book, as a “special appli- 
cation” of the fundamental principles of the science “to the condition 
of labouring men in the United States.” This was his 1838 article 
attacking trade unions. 

On slavery Potter had nothing to say in the textbook. But his eulo- 
gistic biographer explained that he “made no factious assault upon 
the institution . . . as it existed under the law of our country.” ” 

Union College itself used Say as a textbook, which Potter praised 
in lists of proper books he prepared for the public, but this did not 
prevent Potter from espousing protectionism. 

That other treatise he had promised the apprentices was finished 
at the end of 1840 and published under the title The Principles of 
Science Applied to the Domestic and Mechanic Arts and to Manu- 
factures and Agriculture (1841). It praised large manufactories for 
utilizing the labor of otherwise unemployed women and children, 
as well as for making labor more skilled and intelligent. The great 
factories promote mental development by bringing men together, 
inciting them to competition, and opening an indefinite career for 
improvement, said Potter. Men are rarely aroused to full exertion 
of all their activities until they are brought into contact, “in some 
measure into collision with their fellow men.” This is attained more 
completely in large factories than is practicable in the operations 
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of agriculture. The parts of the process are so graduated that there 
is an occupation for every degree of strength, skill, and talent, so 
that a child who enters a manufactory can see open before him a 
“perfect series of employments, ascending regularly from the carding 
room... to the office of Superintendent, Engineer or even pro- 
prietor, each employment calling for greater intelligence and skill 
than the last, and each proportionately more lucrative and respect- 
able.” Indeed, the whole atmosphere of a large manufactory is rife 
with intelligent activity which extends its influence not only to the 
inmates, but also to the agricultural population of the vicinity. 

But if the great industrial development which has enabled the 
United States to compete with England on her own ground, and even 
to supersede her in making coarse cottons for export, is to continue, 
then in the words of Washington it will need the “concurrence of 
virtuous individuals, and the combination of economical societies, 
to rely as much as possible on the resources of our own country”’—in 
other words, according to Potter, corporations and proper tariffs. 

With the Whigs in office in 1841, Potter became more openly en- 
thusiastic about a tariff, even in a handbook in education, The School 
and the School Master (1843). Education, he declared, is the effective 
way to see to it that the people provide a proper tariff, not one that 
does “wrong” things such as imposing heavy duties on raw materials 
or goods used in the manufacture of commodities that Potter deemed 
worthy of protection. If properly educated, the people will maintain 
all necessary restraints on freedom in order to encourage native talent 
and enterprise and promote the ample development of their resources. 

There should be provision for industrial training so that a poor 
youth, after completing school, is apprenticed. The industrial train- 
ing is more important than that given in schools because, without a 
regular pursuit, youth has no regular place to fill and becomes an 
excrescence of society. Thus the Continental countries, besides 
passing tariffs, are developing industrial education to emancipate 
themselves from English thralldom and to be able to compete suc- 
cessfully with the immense skill and capital which England has in- 
vested in these arts and by means of which, in connection with her 
restrictive policy in trade, she has until recently made herself the 
workshop of the world. 

In 1845 Potter received recognition of his great talent by being 
made Bishop of Pennsylvania. While a trustee of the University of 
Pennsylvania, he engaged in an unsuccessful struggle with Henry 
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Vethake over reforming the university. He wanted the school to 
engage in graduate work and vastly extend the curriculum before 
some other leading school did. He asked for freedom in choice of 
studies and free competition in teaching. He thought it would be 
easy to obtain a competent faculty at lower salaries than were paid 
elsewhere because of the intellectual advantages of residence in Phila- 


delphia.§ 


JOHANN LOUIS TELLKAMPF: VISITOR FROM PRUSSIA 


A somewhat different variant of protectionism was developed by 
a man who collaborated with Potter on his textbook. He was a 
young Prussian with a doctor’s degree from Gottingen, J. Louis 
Tellkampf (1808-1876).® One year he appeared in the Union Col- 
lege catalogue as lecturer in civil law, philosophy of law, and po- 
litical economy, and the next as professor of German language and 
literature and lecturer in civil polity and history. At the same time 
he wrote on the codification of law, and especially on American 
penitentiaries, a topic that appears to have been of great interest to 
almost every respectable visiting foreigner during the period. 

In 1843, when Columbia College received an endowment for a 
professorship of German language and literature, Tellkampf, with 
the aid of Seward, was chosen for the position.’? Before he started 
teaching he went to Germany on a few months’ leave. In Prussia 
there was some talk of making him professor of political economy 
at the University of Berlin because the Prussian authorities considered 
him indispensable for executing its projects for penitentiaries.* But 
while the matter dangled he thought it advisable not to endanger 
his Columbia post by overstaying his leave. His teaching of German 
was so deadly that the trustees seriously considered returning the 
endowment to the donor.” In 1846, when the King of Prussia com- 
missioned Tellkampf to study the prisons of the United States, Eng- 
land, and France, he left Columbia, and eventually became a member 
of the Reichstag, of the Prussian House of Peers, and professor of 
political science in the University of Breslau. Thus Tellkampf’s 
writings, especially in the period between publication of the Potter 
textbook and his final departure, should be viewed as the product 
of a Prussian on a temporary visit to the United States. 

In 1841 and 1842 he informed the American public that the German 
states in the Zollverein were opposed to protection for agriculture 
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in general. This policy, he added, benefited American breadstuffs, 
tobacco, and other agricultural exports. The intention of the German 
tariff system was to give employment in manufactures to its surplus 
capital and population, lest they migrate. But the United States, he 
thought, should protect only those manufacturing industries which 
were “natural” to the country. These he found were the more coarse 
and heavy manufactures of cotton and iron, and not those which 
Germany could “naturally” produce for the American market. 

Likewise in 1846 he approved very highly of the Democratic Ad- 
ministration’s granting large subsidies for mail steamers between the 
United States and Bremen as leading to the growth ‘of trade and 
commerce between the United States and Germany. At present, 
he argued, the English, by means of their monopoly of Atlantic 
steamers can get to the American market with the ever-changing, 
high-priced, fancy or fashionable goods before other nations glut 
the market. Thus the English get the monopoly profit, the mer- 
chants of the United States and other countries suffer the losses, and 
the American consumers pay more than if greater competition ex- 
isted. Of course, the more the United States takes of these goods 
from Germany, the more Germany can purchase American agri- 
cultural products. 

Furthermore, the direct steamship connection to the United States 
would increase migration to the United States of a great number of 
respectable and wealthy German farmers and mechanics. Their de- 
parture would be a serious loss to Germany, but by strengthening 
the basis of friendly intercourse between the two countries, closer 
commercial relations must result. 


In any event, if the proper protective policy is to be effective, the | 


banks must be stripped of the note-issue power. Otherwise the in- 
evitable issues, by raising prices, would reduce exports and encourage 
imports. So in 1842 he urged the Tyler Administration to follow 
Prussia and issue a limited amount of paper in lieu of seeking a loan 
which would be backed by specie received from public land sales. 
Later, after the panic of 1847, and while a German professor, he 
outdid the Jacksonian hard-money group by arguing that the paper 
should be backed by a roo per cent specie reserve, as Amasa Walker 
and other conservative New Englanders insisted. 

At the same time he informed the American public that America, 
in view of her available fertile lands and the blessings of an agri- 


Tee ee ee ee ay! 


iano oe 


THE CAUTIOUS PROTECTIONISTS 835 


cultural life, should avoid the vicious factory system by supporting 
tariffs for revenue only.'® 


FRANCIS BOWEN: THE “OLD ROMAN” 


Most cautious of all the cautious protectionists was Harvard’s 
Francis Bowen (1811-1890), who adopted most of Rae’s arguments 
but, like Alexander Everett, viewed Adam Smith as the great author- 
ity. 

fBowent like the general run of academicians, came of a family 
that was respectable though not wealthy. He had to meet expenses 
at an early age by teaching in the lower schools and clerking in a pub- 
lishing house, but he managed to attend the best Boston private 
schools and finally Harvard. Here he was fed the classics, Paley, the 
Common Sense philosophers and their proper father, Locke, and of 
course Say along with Justice Story’s conservative Commentaries. 
In 1833, after graduating in three years with highest honors, he 
taught mathematics for two years at fashionable Phillips Exeter 
Academy. 

Then he held a tutorship at Harvard for four years, but for the 
last three he was also instructor in “Natural, Mental, and Moral Phi- 
losophy.” After the customary year’s travel and study abroad, he 
entered journalism. He became owner and editor of the powerful 
North American Review and for a while also directed the American 
Almanac and Repository of Useful Knowledge (1843-1847). 

In 1850, when the Reverend Jared Sparks became president of 
Harvard, Bowen was appointed to Sparks’s chair, the McLean pro- 
fessorship of ancient and modern history, which also included po- 
litical economy and constitutional law. But this appointment lasted 
only one term because of the uproar Bowen caused with an article in 
the North American Review rejoicing at the suppression of Louis 
Kossuth’s revolution in Hungary. 

Unfortunately for Bowen, large numbers of highly respectable 
American citizens viewed Kossuth as following in the footsteps of 
Washington, and to add to his discomfiture they pointed out that 
Bowen had not even read the authorities he was supposedly using to 
support his arguments. Bowen answered that his opponents’ criti- 
cisms constituted an attack on freedom of speech. The real source 
of the abuse, he said is a small clique of infidel socialists, mostly Eu- 
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ropean refugees in the large cities, who in their cheap newspapers 
“systematically pervert the truth of history” by “fierce denunciation 
and personal menace, the only weapons . . . left them, since the 
stiletto and the pistol have been wrested from their grasp.” The 
attacks on him in highly respectable organs showed their success “on 
making converts to their daring falsities’” among those who ought to 
be better informed." 

Though Harvard rescinded his appointment in 1851, two years 
later Bowen was given the Alford professorship of “Natural Religion, 
Moral Philosophy, and Civil Polity,” which now included the evi- 
dences of natural and revealed religion, intellectual and moral phi- 
losophy, political economy, and the elements of constitutional his- 
tory and law and forensics. Aptly called the “old Roman,” he carried 
his conservatism to the point that, if he caught a student reading the 
“wrong” books, as for instance those of Auguste Comte, he would 
demand his dismissal. 

Bowen had criticized the higher learning in the North American 
Review, but always from the standpoint of a conservative. The self- 
educated do more for scholarship and science than the college gradu- 
ates, he wrote; but scholars and scientists depend for encouragement 
and support on a constituency of wealthy graduates with eee liberal 
education of the classics. Thus Oxford anak Cambridge create a cul- 
tivated taste, a fine appreciation of scholarship, and a regard for scien- 
tific pursuits, a nice sense of honor, and an attachment to existing 
institutions.*® 

Bowen was a sound Unitarian, in accord with Harvard’s religious 
faith, and though not an ordained minister as a good college teacher 


of religion should be, still he more than made up for this deficiency | 


by his numerous treatises and articles in the field. Works that even 
in the slightest might appear to him to threaten revelation in any 
field he constantly denounced as “speculative fancy” or, worse, as 
threatening the family, property, the state. Charles Darwin’s doc- 
trine of evolution he finally described as “too monstrous” to be 
entertained by competent thinkers.'® 

In philosophy he took as his guide the last of the great Common 
Sense philosophers, Sir William Hamilton, and of course any philo- 
sophical work, whether Kant or Bentham, which questioned the 
Common Sense philosophy fell under the ban as destroying stability 
and questioning revelation. Kantianism, he said, is a system of “philo- 
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sophical radicalism” serving as a “mere cover for an attack on all the 
principles of government and social order.” 1” 

The right kind of foreign works were those he translated—namely, 
De Tocqueville’s Democracy in America, which attacked Jackson; 
and Georg Weber’s Outlines of Universal History from the Creation 
of the World to the Present Time, which found unmistakable traces of 
an overruling Providence guiding the world and denounced the 
French Revolution and similar movements. Rousseau and his fellow 
philosophers of the French Revolution, said Bowen, were men of 
“corrupted moral sense.” 18 

The “red republicans,” Proudhon and Blanc, were “crack-brained 
theorists” attempting, by their national workshops, to feed a ragged 
army of desperadoes at the expense of the state. But the dictates of 
common sense and the laws of political economy could not be vio- 
lated. Bankruptcy prevailed, the rich fled, and the poor were unem- 
ployed. True, pauperism was increasing in Europe, but this was the 
result of the people’s intemperance and vice. The government is no 
more responsible for poverty than for disease and cannot directly 
relieve the distress except by measures encouraging private enter- 
prise. The best refutation of socialism and communism is in an ad- 
dress by Marshal Bugeaud, when seeking the French presidency in 
1848. It is “marked by the blunt consciousness and energy of a man 
accustomed to command.” He believes that the bulk of mankind re- 
quires to be led. 

In the United States the doctrines of the French proselytes threaten 
to do as much damage as the Jacobins did. In every community the 
poor secretly hate the rich, and in times of great political excitement 
under the influence of demagogues this mass becomes menacing. The 
educated and thoughtful portion of the community should join with 
the clergy to stave off the licentious infidel speculations with which 
Europe is flooding the country by spreading among the mass the 
great truths of political economy and civil polity. 

Bowen did his part by writing numerous articles on economics, 
primarily in the N orth American Review. 

Economics, along with ethics, psychology, aesthetics, and politics, 
is a department of the general science of human nature, said Bowen. 
On the basis of “observation of consciousness” it reduces to general 
laws the habits and dispositions of men so far as they are mani- 
fested in money-getting. It begins with the supposition that man has 
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an unbounded desire to accumulate wealth beyond immediate want, 
that he is constantly competing with his fellows to gain wealth; and 
that he is sufficiently intelligent to engage in the most profitable en- 
terprise so that the competition “regularly tends to bring wages, 
profits, and prices to a level.” 

These principles are in the nature of universal truisms, broad in- 
ductions of an obvious nature. To apply these principles to any 
country, the country’s specific circumstances or institutions must be 
taken into account. Thus the abstract principles of classical eco- 
nomics will be true in any concrete case with certain allowances. The 
general doctrine of free trade is perfectly reconcilable with a policy 
of granting a reasonable amount of protection to the manufacturing 
interest. So, Bowen warned his fellow protectionists, Colton and 
Phillips, that they are unwise in attempting to cast aside the authority 
of Adam Smith and Ricardo. It is easier to show that the rule of 
freedom of trade has its limitations or is not applicable in all cases 
than to assert boldly that the principle is false. 

Bowen’s theory of value was John Rae’s reproduction-cost or 
labor-saved theory. Thus the value of labor, chiefly mental, “is 
measured by the ordinary labour it saves” or by “the difficulty of 
finding a competent superintendent.” Unfettered competition re- 
duces gains to an equality. An apparent difference in the rate of profits 
is accounted for by the wage of the skilled manager or “entrepreneur.” 

True, men are selfish and ever seeking their own profit, but this 
is the way God has ordained that the welfare of all shall be achieved. 
Society is a complex and delicate device of God, and man cannot in- 


terfere with His government without marring it. This is a large in- 


duction, but its limitations are obvious. The office of the legislature 
is not to determine the road society shall follow, but to remove the 
impediments from the path which society instinctively chooses. Thus 
by tariffs the legislature opens the way to the functioning of the 
natural laws of society, and thereby such legislation comports with 
the great rule of laissez faire. It opens a road to industry and makes 
possible a larger liberty and enterprise. The legislature’s action for 
the purpose is widely distinguished from establishing maximum prices 
and other obvious infringements of the Jaissez-faire principle. 

The development of labor and enterprise—that is, the growth of 
capital—depends on the security of property, the encouragement of 
manufactures and concentrated population, high rate of profits, and 
social consideration to wealth. A law of natural justice assigns prop- 
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erty to its producer, for otherwise he would not produce it. There- 
fore the tendency to an unequal distribution of wealth is one of the 
laws of the production of wealth. A high rate of profits not only en- 
courages enterprise, but also prevents the natural tendency of trade 
to monopoly and excessive inequality of wealth, for great capital can 
afford to take a smaller profit per unit. 

In the United States the population is distinguished by the spirit 
of emulation, “the constant straining of the faculties in all classes in 
the pursuit of wealth—the restlessness, the feverish anxiety to get on.” 
The explanation is to be found in some stimulus operating on the 
effective desire for accumulation. It lies in the fact that here, with 
equality of opportunity to acquire wealth, every individual can save, 
grow rich, and acquire a social position in proportion. This justifies 
an aristocracy of wealth not connected with birth, an exclusive con- 
trol of the state by the propertied; for where the acquisition of 
wealth is open to all, the possession of riches is generally coupled 
with “sobriety, prudence, industry, good sense, and above all, a 
distrust of innovation and love of order.” If the Constitution does 
not give them the power, it will naturally fall into their hands, for 
riches are only another name for power. 

The effect of the acquired Anglo-Saxon institutions of toiling, 
daring, and saving, therefore “is to stimulate an energy and activity 
in the pursuit of wealth which accomplishes greater wonders than 
all the inventions of modern science.” The eager pursuit of wealth 
and its rapid alternations renders academic in the United States 
those great and difficult questions that have troubled English econo- 
mists—namely, whether great capital accumulations and improve- 
ments of labor-saving machinery may not result in productive power 
outrunning the community’s ability and desire to consume. Can 
capital be accumulated beyond the possibility of employment? 
Can habits of frugality be so common that they would check rather 
than favor the increase of wealth? These can occur if there is great 
and unequal distribution of wealth. Under such circumstances, un- 
less the wealthy spend in wanton gratification, the demand will stop 
short of the supply. Usually their expenditures are not sufficient to 
take up the slack. But equalize to a greater extent the distribution of 
wealth, and the retrenchment of unnecessary expense by the few is 
more than compensated by the enlarged expenditure of the multitude. 

This equalization is achieved in America not by vicious agrarian 
schemes, but by: the absence of the English institutions of entail and 


840 THE ECONOMIC MIND IN AMERICAN CIVILIZATION 


primogeniture. The property of a father is divided among all his 
children, and the greater the number of heirs, the greater the pos- 
sibility of equality. Thus to preach restraints on population growth, 
as the English economists do, would be to prevent the achievement 
of the equality established by nature as against that of theorists, an 
equality not of actual provision, but of opportunities. 

In England, in contrast to the United States, an increase of popula- 
tion leads to lowering of wages because the laboring classes have only 
their wages. In the United States the bulk of the population are in- 
dependent laborers. Besides, in England the mobility of labor is 
difficult because of the progress of improvement and consequent 
specialization. 

Not the available land, but the wide diffusion of property and ab- 
sence of castes is responsible for our high standard. In fact, our easy 
public land policy, by its dispersing tendency, accounts for the pov- 
erty of the western areas, since they have no manufactures and con- 
sequently no market for their produce. Thus the settlers are shiftless, 
ever-wandering, depraved squatters and backwoodsmen. But were 
the price of land raised, there would occur a concentration of popu- 
lation, the growth of cities and towns, which are the great agents 
of national opulence and the progress of civilization. Manufactures 
and cities develop the skills and enterprise of the people; the wages 
of labor, the price of agricultural produce, and rent all rise accord- 
ingly. 

At present American labor is threatened by the tide of pauper 
Irish, but this, said Bowen, aside from a call for tightening the natural- 
ization requirements, is merely another argument that labor can 
protect its standards only by insisting on a tariff to widen the field 
of employment. 

Trade unions, he said, are defended on the ground that labor it- 
self is a property right entitled to legal protection as other property, 
but the property right of labor consists in opportunity to turn to 
any occupation it prefers, not to check free opportunity. The 
principle, however, must be restricted in the case of the learned pro- 
fessions. 

The modern limited liability corporations are also different, be- 
cause they seek no exclusive privileges. They make it possible for 
small capitalists to compete successfully in large-scale production 
with great capitalists. They multiply in the United States since they 
accord with the genius of our democratic institutions. They have 
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even survived the necessity that originated them, for even great 
capitalists distribute their funds among several corporations. Since 
these corporations are really savings banks in which the laborer in- 
vests his savings and shares, and gains with the wealthy, the common 
prejudice against corporations is unwarranted. By returns from his 
shares the laborer easily becomes an independent tradesman, and he 
“who began life as a common labourer often drives about in his own 
carriage before the close.” 

The banks cannot be blamed for the commercial crisis which 
occurs about every ten years, for banks are merely passive instru- 
ments of trade. Crises might be alleviated by a banker’s bank which 
in emergency would lend to any solvent person at the joint risk of all 
the banks. However, a commercial crisis does some good, for it de- 
stroys sufficient capital to prevent the tendency of a fall of profits 
as the field for fixed investment becomes saturated. 

The small notes might be abolished. They constitute the profits 
of the country banks, but at the cost of the nation, since they deprive 
the community of a specie currency in its ordinary transactions, and 
coinage is a prerequisite of the community. 

Bowen’s most significant monetary discussion was his support of 
the demand for an exclusive gold standard shortly after the great gold 
discoveries. He started off by saying that the depreciation of gold is 
no reason for increasing the content of the gold dollar, as the critics 
of the legislation demand; for this would violate the constitutional 
prohibition of impairment of contracts. A debtor no more insures 
the future value of the dollar which he promises to pay than the grain 
dealer insures the future price of a cargo of goods which he sells 
before it arrives in port. The contingency of a rise or fall in the value 
of the article is what the buyer knowingly takes upon himself. 

But even aside from equity, the retention of the present gold con- 
tent of the dollar would be expedient just because it would con- 
stitute a depreciation of the value of money. For this reason, if for no 
other, Congress ought not to be the first legislative body in the world 
to attempt to resist the great change which Providence is gradually 
bringing about through the agency of “natural causes.” The very 
argument of the silverites (which included Colwell at the time) that 
gold should be revalued or demonetized because it has depreciated, 
is the very argument that favors gold. To make silver the future 
measure of value is to prevent the great decline in the value of money 
which everyone sees impending. Such a depreciation is natural, aris- 
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ing as it does from the increased supply of gold. It is radically differ- 
ent from the artificial depreciation of government inconvertible 
paper because the latter cannot be permanently retained. The de- 
preciation of the value of gold is occurring so slowly that it does not 
consciously upset calculations, as does the excessive issue of gov- 
ernment paper. The resulting high prices from the depreciation of 
the value of gold would benefit the government by increasing its 
taxing power and enabling it to pay the debt more cheaply. Business 
enterprise would be the great gainer, since business would be en- 
couraged by increased bank facilities, high prices, and reduction of 
its debts. The only sufferers would be the holders of long-term fixed 
investments. But these, being an idle, wealthy class, are better able 
to bear the cost rather than the business community. 

Like Thomas Cooper, Bowen strongly urged that government 
provide better statistics, but his viewpoint was that of a publisher of 
almanacs. He criticized the authorities of the census of 1840 for hav- 
ing even attempted to ascertain “the aggregate value and produce of 
the mines, agriculture, commerce and manufactures of the country.” 
No European government has attempted this, for the obvious rea- 
son that it is impossible to get accurate information. Should, how- 
ever, a writer using statistics arrive at conclusions differing from 
Bowen’s, he was quick to denounce the culprit for denying the “testi- 
mony of consciousness” and then went on to denounce statistics. 
The “attempts to discover laws of nature through the rude approxi- 
mations of statistics, employing numbers enormously large, and 
manipulating them by the method of averages and the doctrine of 
probabilities,” Bowen wrote in 1861, “is a procedure that can hardly 
be dignified with the name of science.” As a matter of fact, the 
primary theoretical use of statistics to Bowen was to support the 
“qualifications” of freedom of trade. 

In any event, the truth of the propositions of economics are be- 
yond the test of prediction, said Bowen. Economics explains how a 
thing occurs, not when it will occur. It is a science, not an art. The 
meteorologist can tell how a storm occurs but cannot predict the 
weather like an old sea captain who never read a book on meteorology. 
So after one of those storms in the commercial world which are 
known as “commercial crises,’ we can explain its causes, although 
we shall not be able to predict a future one. 

Bowen, of course, could praise conservative writers who appeared 
to have radical theses. So he praised the Swiss economist, J. C. L. 
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Simonde de Sismondi, for his “conservative” doctrine of “general 
overproduction”; but he thought that Sismondi erroneously attrib- 
uted the phenomenon to labor-saving machinery in manufactures. On 
the contrary, as Colwell argued, it is caused by the policy of the large 
feudal English landlords who think they will reap a greater net prod- 
uct by employing fewer hands. The dispossessed peasantry are driven 
into manufactures, and the glut of manufactures is increased by the 
very causes which diminish the supply of food. In turn, America is 
constantly threatened by this “overproduction” of English manu- 
factures. 

Bowen thought so highly of John Stuart Mill’s book when it first 
appeared in 1848 that, except for its size, he said, it would be the 
ideal textbook to replace the “antiquated” Say treatise. A most valu- 
able portion of his book, said Bowen, is the “decisive refutation” of 
the Saint-Simonians, the Fourierites, the Communists, and other half- 
insane speculators who have reduced France to misery and have 
found too many proselytes even on this side of the Atlantic. Bowen 
quickly showed that Mill, in questioning land ownership, really had 
in mind the case of absenteeism in Ireland, and his suggestions for 
limiting bequest by law were necessarily vague and would burden 
the state with a multitude of details beyond its ability. 

The only serious blemish in Mill’s treatise, Bowen continued, is the 
acceptance of the Malthusian doctrine that the laborers can raise 
their wages if they are more prudent about marriage. But this defect 
in the book is more than matched by his magnificent exposition of 
Tooke’s theory that bank notes, bills, or checks do not act on prices 
and are not the cause of commercial crises. 

The proper inductive economist was still Adam Smith, and Bowen 
was sure that if Smith were still living he would have more objec- 
tions to free trade than he presented in The Wealth of Nations. 
So when Bowen began to teach at Harvard in 1853, he first sub- 
stituted for Wayland’s textbook McCulloch’s edition of Adam Smith, 
then he used McCulloch’s own simplified treatise, and finally in 1856 
he was ready with his own book, The Principles of Political Econ- 
omy Applied to the Condition, the Resources and the Institutions 
of the American People. It was composed primarily of previously 
published articles.2° He dedicated it to Calhoun’s friend, the “Cotton 
Whig” Nathan Appleton, “one of the most eminent living repre- 
sentatives of a highly honoured class, the merchant princes of Bos- 
ton.” Outside of Harvard, the only important institutions that used 
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Bowen’s text were the University of Pennsylvania after Vethake left 
in 1859, and Episcopalian Trinity College after Colton died. 

The average teacher, even if he were a protectionist and could 
overlook the many inconsistencies, could not be sure that his stu- 
dents might not get “wrong” notions from a treatise that took the 
most radical ideas and converted them subtly into the most con- 
servative propositions. The conservative Richard Hildreth, who in 
comparison to Bowen was a flaming radical, had at an earlier period 
become so exasperated over the ambiguous methods of the “squire 
of Cambridge” that in a public letter he characterized Bowen as “a 
coward, a sycophant, a hypocrite, a liar.” More significant was Hil- 
dreth’s placing the Catholic free-trader Brownson and the Unitarian 
protectionist Bowen in the same category of arch-reactionaries.™ 


CHAPTER XXXI 


The Dominant Carolinian Contingent 


N THE North, on the eve of the Civil War, a college president 
could praise Adam Smith, John Stuart Mill, and Henry Carey 
at the same time. 

In the South much the same state of affairs was current, except 
for the complications raised by the issue of slavery. The southern 
economists, however, were somewhat more vigorous in asserting “the 


true principles.” They were less inclined to argue in terms of the- | 


ology, but took the more direct stand of “utility” as seen from the 
viewpoint of the dominant interests. There were fewer theologians 
among them and more lawyers and journalists. 


THE FINAL CONVERSION OF THOMAS COOPER 


South Carolina was still the spearhead. Thomas Cooper continued 
to denounce the protective tariff. In the same class with the “re- 
strictive system” were the plans of “mediocrity and equality” of the 
“republican mechanics” and their allies—Byllesby, Skidmore, Wright, 
and Robert Dale Owen. 

Equality is denied by nature and is beyond the control of human 
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institutions and society, Cooper thundered. Therefore the poor must 
submit patiently to that which cannot be avoided. The laborer, even 
though starving, has no complaint because the capitalist is not re- 
sponsible for his birth or his employment. The laborer has the 
power to accept the capitalist’s conditions as established by volun- 
tary contract or go elsewhere as suits his benefit. 

The alternative to contract is force. Should the laborer resort to 
this weapon to seize the instruments of production, then “if I were 
a capitalist I should say we will fight if you please.” Cooper said that 
in view of the agitation and political importance of the workingman, 
“it is high time for those who have property to lose, and families to 
protect, to combine in self-defence.” He warned the workingmen 
that they are mistaken if “they suppose the wealthy will not find 
the means as well as the inclination to defend their property against 
the attacks of ignorance and injustice.” 

The radicals, both abolitionists and labor agitators, should stop 
citing the Declaration of Independence. Jefferson was an able man, 
but the talk about natural rights is foolish. Still, Cooper’s break with 
Jefferson was really in form, not in spirit. As a good Benthamite he 
substituted the word “utility” for natural “rights” most of the time. 

Rights are the creation of society. They are social rights sanc- 
tioned by society for the common good, in the sense of aiding and 
protecting the accumulation of property. The infant, for instance, 
can hardly be said to possess the natural right to a subsistence. “Sup- 
pose an infant has a right to his porridge,” asked Cooper. If an older 
brother insists on taking it, can the infant not alienate it in order to 
avoid a beating? In the same way the black saves himself by becoming 
a slave. 

Among those inalienable rights vociferously asserted is the right 
of universal suffrage. The propertyless claim that without the suffrage 
they are slaves. Still, if society does not sanction the right, they can 
do nothing but accept society’s terms or leave it. The country be- 
longs to the landed proprietors, and the laboring class are mere so- 
journers, suffered to remain so long as they obey the conditions 
imposed for the common good. Is any man permitted to vote in the 
management of the affairs of a joint stock company who is not a 
stockholder at all? Cooper demanded. The votes of employees would 
either be dictated by their masters and thereby increase the strength 
of the rich and powerful at the expense of the middling classes, or, 
following the example of the plundering protectionists, they would 
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legislate the property of the wealthy into the pockets of the idle and 
needy. 


However, he felt that universal suffrage and instructed repre- — 


sentatives were inevitable. The only solvent would be universal free 
education pressed on the people in the form of charity schools, pro- 
vided the voters would allow greater funds to be devoted to the 
colleges. Under free elementary education, he argued, the mistaken 
and ignorant people who entertain the fallacies being propagated by 
labor agitators would learn that the institutions of political society are 
designed to protect property, that equality today would be inequal- 
ity tomorrow, that labor is of itself nearly useless and can only be 
brought into action by wealth and capital, and that high incomes 
justly go to men of superior talent and capacity. He prepared an 
abridged edition of his textbook under the title of A Manual of Po- 
litical Economy succinctly presenting these truths.” 

To his old defenses of slavery, Cooper now added his denuncia- 
tion of natural rights and the familiar charge that a worse peonage 
existed in the North and in England. Though Cooper was such a 
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fervent believer in free speech as the great agent of advance that © 


he appended an essay on the subject to his economics treatise, he de- 
clared that if Congress insisted on discussing the issue, the southern 
members should retire and declare the Union dissolved. 

Cooper naturally found that Jackson’s opposition to the renewal 
of the charter of the Bank of the United States not only showed ig- 
norance of sound economics, but was also an example of the evil 
of centralization. Determined to write for the press on the question, 
he asked Nicholas Biddle for “any facts or suggestions that you would 
be willing to communicate to me confidentially in aid of my de- 
sign.” * 

In a series of newspaper articles Cooper, like Raguet, denounced 
the supporters of Jackson’s policy as Federalists and monopolists and 
declared that Jackson was aiming to establish a despotism through a 
moneyed aristocracy. Indeed, “the Republic of the United States is 
now in substance a Russian autocracy.” To the charge that the bank 
had corrupted the press, Cooper replied that the bank’s payments 
for publications, like its fees to lawyers, were necessary to protect 
the stockholders.* In fact, Biddle would have been not so much an 
imbecile as a traitor to his trust if he had failed in this duty. “If he 
did not pay the presses that gave circulation to his defences, he ought 


THE DOMINANT CAROLINIAN CONTINGENT 847 


to have paid them, for they subsist on such remuneration.” Biddle 
was so pleased with the essays that he sent Cooper funds to publish 
them in pamphlet form.® 

The critics of the bank were quick to throw back at Cooper some 
of his old objections to the bank. Cooper complained to Biddle, 
“Many people here think I abandon my principles; but I do not write 
for popularity, but for what is just and true under the circum- 
Btances. .° 

Cooper’s efforts proved unavailing against Jackson, but with the 
election of Van Buren, Cooper engaged in a series of maneuvers that 
would have done credit to the most astute politician. Hardly had 
Van Buren been inaugurated than Cooper, in an anonymous article 
in Cardozo’s Southern Patriot, called on the South to give “fair 
play” to Van Buren.’ 

The Administration was interested enough to ask Cardozo for the 
author’s name. Cardozo gladly obliged and added that he hoped to 
have Cooper write more for his paper.* Cooper was soon writing one 
letter after another to the President and his cabinet advisers on how 
to conduct national affairs if the Administration hoped to be re- 
elected; he was especially insistent on the need of revoking the specie 
circular and the other Jackson measures.® 

While he was doing this, the seventy-nine-year-old economist 
wrote Biddle, “The tide is turning strongly against the measures of 
the last and present Administration.” The poor as well as the rich 
now groan under the financial follies of General Jackson. “At this 
moment your judicious conduct has placed you prominent as a wise 
and temperate man, and a public benefactor. You can go on pursuing 
cautiously the same course of conduct, and earning on all hands 
golden opinions. Why not look to the Presidency?” Biddle was im- 
mensely pleased with the possibility and readily accepted Cooper’s 
offer to act as his unofficial campaign manager.'° 

Later it began to dawn on Cooper that Biddle had no chance for 
the presidency in 1840. So he suggested to Biddle that he join forces 
with Clay, of all people. Then, with the victory of Clay, Biddle 
would become his Secretary of the Treasury and in that way become 
heir apparent. Just before his death in 1839 Cooper wrote Biddle a 
letter describing his financial straits and asking assistance in ob- 


taining a loan. 
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LOUISA C. MC CORD: THE HARRIET MARTINEAU OF THE SOUTH 


There was no lack of disciples to carry on in Cooper’s strident 
manner against whatever seemed to be threatening the dominant 
southern conception of laissez faire. 

Most notable was the wife of Cooper’s associate and partisan, 
Colonel David McCord. Louisa C. McCord (1810-1879) had all 
the advantages of wealth.* Her father, Langdon Cheves, was a 
wealthy planter and second president of the second Bank of the 
United States. She was educated in a northern finishing school. She 
was, as one literary critic remarked, one of the “few women who 
have undertaken to write on the difficult subject of political econ- 
omy.” 1” Like Cooper, she insisted that only the propagation of the 
great simple truths of political economy—laissez faire—among the 
ignorant mass could save the country from revolution. To this end 
in 1848 she published under the title of Sophisms of the Protective 
Policy the first translation of Bastiat’s, Sophismes économiques and 
through the columns of the Southern Quarterly Review made avail- 
able that author’s attacks on Proudhon’s banking scheme, Louis 
Blanc’s national workshops, and the revolutionary motto of “liberty, 
equality, and fraternity.” 

In an article called “Justice and Fraternity,” she wrote that 
America was now being deeply infected with the French communis- 
tic doctrines, thanks to Greeley and his fellow socialists. “That ter- 
rible fallacy compacted in the words ‘the right to labour,’ ” is rapidly 
making its mischief felt. “ “The right of man to labour, and of land 
whereon to labour,’ in the words of the New York Tribune, what is 
it, as our communists interpret it, but the right to rob?” 18 

She traced abolitionism, socialism, and women’s rights to Jeffer- 
son’s error in holding that all men are created equal. Mr. Jefferson 
was a great man, but his “great humbug flourish of ‘free and equal’ 
has made trouble enough, and it is full time its mischievous influence 
should end.” 

She devoted most of her literary talents to the defense of slavery as 
an absolute blessing. Even in a play that she wrote, Caius Gracchus: 
A Tragedy, she has that Roman “agrarian” say: 


Man has in every station, rights his due. 
Our slaves look to their masters for support. 
The very claims we hold upon their labour 
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Make us a rule to tender them again 

What comforts we can furnish to their lot. 
If placed by circumstance, necessity, 
Beneath our rule, protection thence we owe, 
And he evading basely these, degrades 
Himself below the thus degraded slave. 


She lumped abolitionists with protectionists and reformers as com- 
munists. The de facto white slavery of England and the North was a 
curse. Starvation and deprivation of what little property he might 
acquire were the lot of the northern freemen; and the wretchedness 
of the English wage slaves made them fit material for communism. 
The acknowledged slavery of the South made the master responsible. 
Those who favored emancipation were at best silly sentimentalists, 
ignorant of political economy and its central doctrine of Jaissez-faire, 
“God’s glorious providence.” If slavery were left to itself without the 
intermeddling of abolitionists, it would rapidly develop the higher 
features man’s character would dictate. The system had already 
cleansed itself of the crude vestiges of conquest; the masters had be- 
gun to mingle with it the grace and amenities of the highest Christian 
civilization. Besides, only slaves could produce cotton, and if the 
cotton crop failed the North and England would find themselves 
ruined. 

The slave was inferior and would not only be unhappy with lib- 
erty, but he would be destroyed—as the example of the Indians 
showed all too clearly to be the destiny of inferior races. Just as 
women accepted an inferior legal position to men in return for 
protection against the physical strength of men, so the Negro ac- 
cepted slavery to avoid extinction. Thus by the standard of the 
greatest good for the greatest number, there was no system of gov- 
ernment in all history which equaled the beneficence of the gov- 
ernment of slavery. 

She also denounced those northern writers who justified the in- 
stitution as a necessary evil bound eventually to disappear of itself. 
Thus she attacked Henry Carey for being really an abolitionist as 
well as a protectionist. “We defend our system and he who attacks 
it, attacks us. We are no tools in the hands of any men, no infants 
in law to lay our sins on other men’s consciences. We know what we 
do, and do it deliberately exercising as full a power of volition as 
Mr. Carey or any other individual in the landig2d 
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She, too, felt that if the national Administration proved false to 
its duty of protecting slavery, the South must stand ready to secede. 


WILLIAM GREGG: OUTRIGHT PROTECTIONIST 


But there were also in South Carolina, as elsewhere, thinkers who 
espoused Henry Carey’s protectionism and also defended slavery in 
the later period. The leader was William Gregg (1800-1867 ), Charles- 
ton promoter and politician.’ 

Gregg was originally a jeweler in the capital of the state, Columbia, 
where he acquired considerable wealth. In 1838 he moved to Charles- 
ton, and his firm became one of the outstanding concerns. It was 
primarily an importing house, and later it also became an agent of 
the Hartford Fire Insurance Company of Hartford, Connecticut.*® 
Gregg, while still an importing jeweler, became deeply interested 
in textile factories and other businesses. In 1843, with a brother-in- 
law, General James Jones, he came into full possession of a textile 
factory. 

Gregg had ambitions to extend his operations both in South Caro- 
lina and in neighboring states. However, South Carolina had no gen- 
eral incorporation act, even for manufactures. The following year 
Gregg wrote a series of articles in the influential Charleston Courier, 
then had them brought out as a pamphlet called Essays on Domestic 
Industry; or An Inquiry into the Expediency Establishing Cotton 
Manufactures (1845). This he quickly followed with An Inquiry 
Into the Expediency of Granting Charters of Incorporation for 
Manufacturing Purposes in South Carolina, signed “One of the 
People” (1845). He declared in his writings that South Carolina’s” 
enterprising planters and her slaves were being drained to the West, 
and its mercantile capital was being drained to build manufacturing 
towns in the North. The West is taking the bread out of our mouth 
he cried, while Georgia and North Carolina are making great strides 
in developing manufactures. Furthermore, South Gurolite and other 
southern states should encourage manufactures not only to prepare 
for secession, but also to visit retribution on the North for its pro- 
tectionist policy by flooding its markets with southern manufactures. 

The country is destined eventually to export manufactures on a 
large scale. Of the great importance of manufactures in the busy 
world of trade of the great northern cities, a southern visitor can have 
little appreciation if he confines his walks to the fine streets. To ob- 
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tain knowledge on these matters, he should go to the “garrets and 
cellars, into the by-ways and alleys where he will find thousands 
of native-born Americans as well as foreigners” from all parts of 
the world engaged in the various manufactures. 

The South as a manufacturing area has tremendous economic ad- 
vantages over the North, not only in materials, but also in a cheap 
labor supply. Like the North, it has a large supply of women and 
children, but no restrictions to limit their full utilization as in the 
North. Thus in Massachusetts children under fourteen cannot be 
hired unless the employer produces a certificate stating that the child 
has been at school three months of the year. 

The greatest advantage is in the supply of slaves, who are more 
amenable as well as cheaper than northern labor. In the North the 
teaching of new hands and the constant turnover of labor are 
severely felt evils; and in the summer season, when it is desirable 
to ramble in the country, many eastern factories are partially idle 
for lack of hands. But in the South we would have the uninterrupted 
services of the blacks from infancy. 

Existing restrictions on the use of steam power should be removed, 
as has been done elsewhere. Every man has his redress, Gregg said, 
in the common law for actual nuisances. 

Southern planters would find nothing degrading in taking charge 
of plants. None of the great Boston merchants who successfully em- 
barked on manufactures in Massachusetts have ever been practical 
manufacturers—that is, directly in contact with the machinery. This 
is true even of the general agents or overseers for the plants. Six out 
of ten are lawyers, and they live in fine houses and have fine offices. 
Like the cotton planter, they dress in the finest fashion, wear silk 
gloves, keep their hands in their pockets as they oversee operatives, 
and never engage in the manual operations. Those investing in the 
enterprise would be engaging in philanthropic and Christian activity 
by employing the children of the indolent and thus educating them. 

Of course, the familiar arguments for incorporation had to be set 
forth by Gregg. If the state shuts the door to associated capital and 
relies on individual exertion, the state will grow poorer and capital 
will depart to the more fertile West. Few individuals in the state here 
will invest $100,000 or more in untried pursuits, and it would be un- 
wise for an individual to put the whole of a large fortune into a 
single manufacturing concern. Finally, the limited liability corpora- 
tion is democratic in its tendency and prevents oppression of the 
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poor because of the widespread ownership of the stock, including 
operatives, and the greater guarantee of competition when enter- 
prise is not restricted to the few rich. 

At the same time, the Gregg group, with substantially similar argu- 
ments, was also seeking a charter from Georgia. This failed, but the 
South Carolina application for the Graniteville Manufacturing Com- 
pany succeeded. Gregg established what has been called a “benevolent 
feudalism” at Graniteville, South Carolina, with discipline as rigor- 
ous in the company town as in any northern mill town. 

His concerns prospered, and Gregg became such an ardent pro- 
tectionist—for certain items only in practice—that he urged Senator 
James H. Hammond to adopt Henry C. Carey’s views. A tariff, he 
said, is simply a bounty to stimulate capital to produce enough to 
make goods cheaper than the price for which they can be imported. 
The whole history of protective tariffs proves it. Only by a pro- 
tective tariff can capital be attracted to develop the great iron and 
coal resources of the South as well as the North. 

Protection has developed southern mills and provided a market 
for cotton. With the foundation already laid, the business will grow 
until a mighty structure is reared and then we “may look for manu- 
facturing Princes among us, such as they have in England.” 7 

But for Gregg, as for all the others, the ultimate objective was 
commercial power. To be politically independent of the free states, 
he wrote on the eve of the Civil War, we must also make ourselves 
commercially independent, “for commerce holds the scepter that 
rules the world.” Even the despotic Czar of Russia has been forced 
to introduce manufactures, railroads, and all the appliances necessary 
to an extended concern with the world. “No nation in modern times 
has become commercial without manufactures. ... To be inde- 
pendent we must be our own merchants. Let us resolve to patronize 
no merchant who refuses his aid in building up our own distributing 
cities in the South,” especially Charleston.** 


JACOB NEWTON CARDOZO: SOUTHERN LOCO-FOCO 


The South’s ablest thinker, Cardozo, was at first in some difficulties 
because of his stand on the tariff. While he sturdily denounced the 
Tariff of Abominations of 1828 as iniquitous, he opposed the “‘nullifi- 
cation” party and threw his support to Legaré’s “Unionist” branch of 
the Democratic Party. Thus in 1830, after making an elaborate “sta- 
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tistical and theoretical” analysis of the great injury done the South by 
the tariff, he still insisted that the tariff system was a lesser evil than a 
separation of the states. ‘““We should prefer making a large sacrifice 
even to the odious spirit of monopoly, sooner than break up and 
scatter, never to be reunited, the elements of the glorious scheme of 
Republican Federative government.” With the Union dissolved, the 
sense of security would go, property values would fall, and capital 
would migrate. 

He criticized the extremists for attributing the state’s economic 
ills to the tariff exclusively. Somewhat inconsistently with his earlier 
anti-Ricardian views, he now argued that the primary cause of the 
state’s poverty was the virgin, more fertile lands of the West, includ- 
ing the Southwest, which was draining capital and labor from the 
sterile and ruinously exhausted soil of the lower southern coast of 
the state. 

Another factor was absenteeism, of which Cooper and George 
Tucker, along with Cardozo, had already complained. They meant 
the expenditure of southern incomes in the North. Absenteeism, 
wrote Cardozo, separates the possessors of income from those whose 
labor contributes to that income. Unless there is a reflux of income 
in expenditure, the source of individual wealth must soon be ex- 
hausted. Thus southern incomes are used by absentee southerners or 
by the beneficiaries of the “balance of debt” to fertilize the North. A 
final factor was the continuance of “a style of living and scale of 
general expense beyond a proper standard of expenditure, in ref- 
erence to that reduction of income” which has been world-wide in 
the process of readjustment to the dislocation produced by the wars.’® 

The nullifiers, the “State Rights and Free Trade Party,” showed 
their appreciation of Cardozo’s arguments by starting an evening 
newspaper to compete with his Southern Patriot. 

But the competing paper did not last long. Cardozo so easily ad- 
justed himself to exigencies that, with the aid of Webster’s opponent 
in the great debate over nullification, Senator Robert Y. Hayne, he 
obtained “relief” legislation on a debt he owed the government. Ac- 
cording to the favorable committee reports of both Senate and 
House, Cardozo had purchased the Southern Patriot in 1823 for 
$20,000, the sum for which the government held a lien on the paper. 
“The purchase was made in long credits and the press was mortgaged 
for the payment.” But Cardozo had paid this high price, so the reports 
said, on the assumption that the paper would continue to have the 
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public printing from which it derived a “portion of its income and 
popularity.” But when the John Quincy Adams Administration came 
in, Secretary of State Clay, unaware that the “whole amount of 
printing was regularly paid over to the United States on account of 
the debt,” transferred the printing to another paper. Consequently 
Cardozo could not meet the terms of the contract. 

Congress agreed that Cardozo had made a bad bargain and passed 
a “bill for the relief of J. N. Cardozo,” authorizing the Secretary of 
the Treasury to make such reductions of the debt and extensions of 
payment “as may in his opinion be consistent with equity and jus- 
tice.” President Jackson duly signed the bill in March 1831.” 

With Van Buren’s appointment of the South Carolina Unionist 
leader, Joel Poinsett, as Secretary of War in 1837, things began to 
look even more promising for Cardozo, at least personally. Poinsett 
was more than Van Buren’s Secretary of War; he was also the Presi- 
dent’s economic adviser and negotiator on important financial meas- 
ures. Cardozo’s journal became Poinsett’s mouthpiece.** 

Cardozo, like Cooper, had supported the Bank of the United 
States against Jackson, and no sooner had Poinsett been appointed 
than Cardozo wrote him that the South felt that Jackson’s currency 
measures had been detrimental to its commercial interests.*? 

The “commercial crisis” that ensued shortly after Van Buren’s in- 
auguration confronted the Administration with a complicated po- 
litical as well as economic state of affairs. Until some specific policy 
could be worked out to meet the grave situation, the Administra- 
tion’s strategy was one of denying that Jackson’s measures had in any 
significant way caused the depression, as the Whigs charged. But 
at the same time the door was left open for any changes that might 
be deemed expedient. To this strategy Cardozo gave support. 

Just how an able mind operated under these circumstances, in the 
period between the beginning of the crisis and Van Buren’s espousal 
of the sub-treasury, is seen in Cardozo’s daily editorials. When he 
became conscious of the “commercial crisis” on April 3, he blamed 
it on overtrading and then went on to bemoan that the commercial 
community refused to learn from experience, especially from the 
crisis of 1825, that the mad scramble to get rich suddenly must bring 
general bankruptcy. 

The only remedy lies in having British creditors, merchants, and 
manufacturers give solvent American debtors an extension of time so 
that they can collect from their own debtors. But British creditors 
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could only grant this indulgence if the Bank of England in turn 
were lenient. Whether the Bank of England could do so depended on 
the state of exchanges between England and the Continent, said 
Cardozo. ; 

Recording the next day (April 4) that Biddle’s Bank of the United 
States of Pennsylvania and New York banks planned to export some 
specie and arrange foreign loans against which to draw bills, Car- 
dozo declared that their measures accorded with his proposals. The 
great object of a sound system of relief is to prevent the fall of prices 
below “their proper and natural level” to the ruin of solvent business- 
men as well as of those guilty of overtrading, he said. 

On the eighth he congratuated the Charleston banks for agreeing 
to curtail credits only slightly because the policy will immediately re- 
store commercial confidence. As he pleaded for financial “relief” in 
his city, he became increasingly concerned over the danger of vicious 
“relief” measures in the western areas, especially in the Southwest. 
Their indebtedness inclines them to a general suspension of the law 
for the collection of debts, he said. It would destroy the credit of 
the larger importing houses on the Atlantic and of their European 
correspondents. Therefore men of influence must defend the credit 
of the country, the sacredness of moneyed engagements, and “the 
majesty of the law.” Times like the present test whether our institu- 
tions have the strength to resist the popular attempts to interfere 
with the course of justice. 

Quite in tune with this and serving as an attack on the Whig op- 
position was his accusation that the originating factor, or at least 
an aggravating factor, was the measure sponsored by Henry Clay 
and Daniel Webster to distribute the surplus revenue among the 
states. This unsound act, he said, drained specie from the eastern 
commercial centers and locked it up in inactive capital in the form 
of the construction of canals and other schemes of internal improve- 
ments. 

As the crisis grew worse at the middle of the month, Cardozo em- 
phasized the thesis that the Bank of England was responsible for 
America’s plight. The great transfer of capital in previous years to 
the United States because of the high rate of interest excited the jeal- 
ousy of the British government and the Bank of England. Their 
fears were aggravated by the great sums lent merchants through ex- 
tensions of credit. But most important of all, the British government 
wanted to end the loss of its skilled manpower attracted by the high 
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profits in America. It was glad to get rid of its paupers, but it was 
losing the substantial middle class—farmers and skilled artisans who 
took their little capital to help extend the manufacturing system of a 
rival nation. It was losing, in other words, the most valuable part of its 
population, the “thews and sinews of British commercial and manu- 
facturing power.” So England sought to reverse the movement of 
capital and labor to the United States by forcing the fall of American 
produce through command of the credit resources. 

When the Charleston banks, along with the banks in other com- 
mercial cities, suspended specie payments in May, Cardozo explained 
that the action was necessary to save those still solvent. 

By May 23, with the banks under heavy fire as the source of the 
crisis, Cardozo returned to an explanation that completely absolved 
the banks as well as the government of any complicity. “Our theory” 
is that in periods of stagnation and excitement, alternating as they do 
with considerable regularity in the commercial affairs of countries, 
speculation is to be found almost invariably to precede an enlarge- 
ment of the currency and its consequent depreciation. 

The great “revulsion” had its origin in one of “those general and 
irresistible changes in human affairs which appear to follow in a 
cycle, alternating at periods irregular in duration, but powerful in 
action” in proportion as the previous stagnation 1s prolonged. Thus 
the issues of the banks resulted from an unavoidable sequence of 
circumstances and, except for foreign capital in the form of specie, 
they could not have satisfied that craving and overpowering demand 
for credit which was the sign of still more extensive changes and dis- 
turbances. 

Government can do very little to relieve the distress. No national 
specie-paying bank could control the situation in the face of the un- 
favorable exchange. In fact, Biddle’s bank aggravated the evils in 
seeking foreign funds. But government, he declared on June 26 in 
an editorial entitled “The Remedy,” might issue treasury notes lim- 
ited in amount to that absolutely necessary for the government 
expenditure and the wants of the merchants for the means of do- 
mestic remittances. If limited to this amount, they will not depreciate 
and may even command a premium. They need not even be con- 
vertible so long as they are just sufficient to fill the channels of cir- 
culation.’ 

At the same time, Cardozo ran a series of editorials that, in the fash- 
ion of the northern Loco-Focos, called for the simultaneous repeal 
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of the usury laws and for the “freedom of banking.” There should 
be the utmost freedom in loaning capital, but the most stringent re- 
‘strictions on loaning circulating credit, he wrote. Therefore banks 
of issue should be limited to the present chartered banks. If banks 
of deposit and discount are granted incorporation, they should be 
subject to double liability. Of course, unlimited liability would be 
desirable for all banks, but this is impractical because of the scarcity 
of capital compared to the demand. 

But, he insisted, ‘‘we are not of the Loco-Foco school. We are not 
the advocates of unlimited liberty in banking.” There should be free 
competition among banks of discount, but not of issue. The banks of 
issue would still be the great mercantile banks with their large de- 
posits, but the banks of discount and deposit would gather up small 
amounts of idle money and make them available. 

No legislative check against overbanking has succeeded. The 
effective check would be the competition of the numerous banks of 
deposit and discount between themselves and the banks of issue, with 
the latter related to the former as the Bank of England is to the 
joint stock banks. 

The abolition of the usury laws would bring about the desirable 
increase of banks of deposit and discount. But he would be satis- 
fied if the usury laws allowed variations in the rate of interest after 
consultation with the banks. Then the Bank of England’s policy of 
checking overtrading by raising the discount rate could be achieved.” 

In July a new factor was injected into the national situation. As the 
demand for a special “relief” session of Congress increased, Poinsett 
made a visit to his home state and informed Cardozo that the Ad- 
ministration planned to separate the government from the banks. 
But before the measures were to be laid before Congress, the Ad- 
ministration wished to prepare the public. It naturally preferred 
that this preliminary education be done by means of an “independent” 
newspaper some distance from Washington, republication in other 
newspapers, as was common in the day, would spread it. Cardozo 
set to work writing a lengthy series of editorials filled with erudite 
reasonings and statistical data in support of such “separation.” He 
had one serious handicap, however: he did not know precisely what 
the Administration was prepared to do. But, then, the Administration 
itself was just as much in the dark. In any event, after Cardozo was 
in the middle of the series, he wrote hurriedly to Poinsett for specific 
information. Would the measure, for instance, take the form of “sub- 
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treasuries, or a government institution, through the use of treasury 
notes, drafts, or any other description of treasury paper?” ae 


When Van Buren finally announced to the special session of Con- 


gress his scheme of sub-treasury and treasury notes, Cardozo pre- 
sented an ardent defense of the policy and charged critics with “abuse 
of words” in confounding credit and currency. A limit to credit is 
not found in the demand for it to improve our natural capacities, but 
in the extent of the foreign market; the limit to the currency is meas- 
ured by the quantity of money put in circulation in other countries 
by which an equilibrium in prices and the relative value of money 
+s maintained between the United States and the rest of the world.”° 

Cardozo naturally informed Poinsett of the great amount of “re- 
search” he had performed on the currency question, and of his early 
espousal in the South of the sub-treasury scheme at great risk to 
himself.2? His reward included the return of government printing 
and a readjustment of his old debt. 

After sub-treasury was definitely established, Cardozo presented 
the clear-cut position that the existing banks should not be seriously 
regulated as long as the system is one of convertible notes—“mixed 
currency.” So in 1850 he wrote in the Southern Quarterly Review 
that no legislation was possible or desirable, except for what he 
called minor provisions such as convertibility of notes and the de- 
posit of public stock as security for note issue: Unlimited liability and 
limited dividends are reprehensible. Published statements are no 
remedy, for their necessarily technical jargon is too often a medium 
of mystification and consequently no bar to mismanagement. The 
only seat of safe regulation is the bank parlor, as the only sound 
legislature is the body of prudent directors. Next to seeing that 
funds are lent to discreet borrowers, the coincidence between their 
average periods of payments in and out of banks is their grand secret 
of administration. No one thinks of regulating credit to prevent its 
undue extension when there is a plethora of capital, when the interest 
rate has greatly fallen, and the public is consequently disposed to en- 
gage in speculative purposes; so government should not interfere 
with a “mixed currency,” for its flexibility to the influences of move- 
ment and pressure from without is its valuable characteristic. 

Of course, Cardozo was aware that in other countries, notably in 
Holland and Scotland, the regulations he deemed impracticable in 
the United States seemed to work. Cardozo met the argument by an 
appeal to the historical method. The credit system of every country 


ers Te 


er ae eo 


\ 


THE DOMINANT CAROLINIAN CONTINGENT 859 


is the outcome of the people’s habits, which depend on position and 
circumstances. In a new country with an indefinite extent of terri- 
tory the rate of profits and the spirit of enterprise are so great that 
any regulation of banks and their currency beyond convertibility 
and a guarantee fund for notes must be nugatory.** But apparently 
this “historical explanation” was not to be taken too seriously, for 
two years later he blithely stated that land in the cities is a virtual 
monopoly, and in a few years all the public lands will be distributed.” 
He said these things at the time to show that building and loan asso- 
ciations, which, like corporations, he felt represented the voluntary 
association of small capitals, would prevent agrarianism in the cities. 

That the argument of “land monopoly,” as well as the earlier op- 
posite argument of available lands, was hardly consistent with his old 
theory of rent doubtless worried Cardozo little. The circumstances 
that had originally given rise to the theory had to a considerable 
extent disappeared. England had abolished the Corn Laws, the tariff 
had been reduced, and another reduction was soon to follow. 

What was more, like Gregg, he was preaching through his newly 
established newspaper, the Charleston Evening News, that Charles- 
ton should enter manufacturing. The large surplus capital in the 
Charleston banks not earning more than 5 per cent should be di- 
verted to industrial development. Such a transfer of money would 
increase the value of real estate. There is no real conflict between 
manufacturing pursuits and the doctrine of free trade, he declared 
in 1846. Southern coarse-cotton manufactures require no protection, 
and better grades could prosper on a revenue duty of 20 per cent. 
This tied up neatly with his early cry that the South should diversify 
its production and not rely solely on cotton planting. In fact, he was 
constantly complaining that cotton production was excessive. In 1845 
he made an elaborate statistical survey of cotton production and 
consumption since 1800 to show that the growth of cotton was out- 
stripping consumption.*° 

As things were prosperous for a while in 1856 and early in 1857, 
Cardozo thought he might be in error. He found his statistics needed 
correction. On the basis supposedly of his new tables, he argued that 
the growth of cotton has reached its maximum rate of production, 
while consumption has no assignable point of limitation but ex- 
tends with the expansion of general commerce and the spread of 
civilization.** 

Cardozo became so convinced of a continued rise in the price of 
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cotton that he discounted the threat of agricultural improvement 
by arguing now that such improvements would at best do no more 
than preserve the original fertility of the soil.** But in 1858, in the 
depression that set in after the panic of 1857, Cardozo returned to 
his old thesis. This concern with “excessive” cotton growth gave 
rise to one of the ablest discussions of “commercial crises.” 

The country, Cardozo wrote, is passing through one of those 
“commercial cycles” with which we are “destined to be visited about 
every decade.” The cotton consumption, which greatly increased 
with the enlargement of productive powers, has again receded to 
the consumption of five years ago. Since the cotton trade is specu- 
lative in its nature, it participated largely in the delusive prosperity 
of the last decade. Since in no staple of commerce are there such 
large sums involved as in cotton, it is acutely affected by a financial 
revulsion. 

The three general causes of the unparalleled extension and re- 
action in industry and business were: the increase of gold and the 
redistribution of both precious metals, the extension of credit, and, 
finally, the new application of steam and electricity. 

An increase of specie will show its effect by a general rise of prices 
or the extension of the sphere of commercial transactions. Prices 
have not increased proportionally to the vast output from California 
and Australia, nor have the arts taken much of the specie. Therefore, 
as Tooke holds, the enlargement of trade and the increased exchanges 
have employed the large additions. It has stimulated enterprise and 
exertion both in Europe and the United States. 

The combined effect of the great increase of moneyed capital has 
been a fall in the value of money as the antecedent of speculation. 
The history of all simple commercial revulsions presents the same 
originating cause. A plethora of moneyed capital compared with its 
remunerative employment led to overaction in trade. Thus the crisis 
of 1824-1825 in England was preceded by a stagnation of commerce 
accompanied by a superabundance of moneyed resources. The in- 
terest on money fell, speculation and overtrading followed. The re- 
sult of boundless credit was collapse and almost general bankruptcy. 
The same phenomenon occurred in the recent revulsion throughout 
the financial centers of Europe. i 

All parts of the world open to such an influence have felt the 
effect of the great addition in specie in enlarging the limit of general 
commerce. In both Europe and the United States there was a heap- 
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ing up of obligations in all forms of credit. In England it took the 
form principally of commercial advances and investment in foreign 
securities. In the United States it was railroad, land, and mercantile 
speculation. On the Continent it assumed all the shapes of hazardous 
enterprise except land-jobbing. However, in no case was credit in 
the form of bank notes an important factor, rather it was the in- 
crease and misapplication of capital and deposits employed in bank- 
ing. These constantly enlarged the ever-widening circle of credits 
created by corporate and individual obligations, which became in- 
finitely multiplied in the form of checks, bills of exchange, promis- 
sory notes, and open book debts. 

The change in commercial legislation further stimulated the specu- 
lative adventures. Such was the effect in England of abolishing the 
Corn Laws and modifying the Navigation Acts. In the United States 
the lowering of duties under the Tariff of 1856 excessively augmented 
importation. Thus the main proximate cause was excessive credit; 
but the underlying causes were free land, cheap money, inventive 
power, and extended intercourse. Of course, nothing could be done 
about these factors. But their existence always threatens further to 
increase cotton production over consumption. He did not suggest 
any alleviating measure, but when he got down to presenting estimates 
of cotton production and consumption in the United States and else- 
where, he did give a rather realistic analysis. It was bulwarked by 
statistical data and discussions of the physical factors in the produc- 
tion of cotton, and the financial factors in its consumption, and the 
discrepancies between the movement of prices of cotton manu- 
factures and the raw material.** 

At the same time, Cardozo continued to hail the advance of tech- 
nology in agriculture, though he no longer maintained that it was as 
rapid as in manufactures. The relative slowness in applying mechani- 
cal invention to agriculture as compared to manufactures places 
agriculture at a great relative disadvantage. Chemical discovery has 
done most for agriculture; mechanical invention, for manufacturing. 
At one time it was imagined that there was some peculiarity in the 
processes by which food and raw materials are extracted from the 
soil which rendered agriculture incapable of the improvement that 
has extended to every other branch of industry. 

This impression may soon be dissipated with the recent invention 
of the steam plow. Not until steam came to the aid of mechanics 
did people realize the possibilities of adapting human invention to 
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the wants of agriculture so as to augment greatly its productive 
powers, although not in the same rapidly progressive ratio as in 
manufactures. The triumphs of the steam plow are recorded in 
several English periodicals, and he cited from one that its cheapness, 
efficiency, and greater productiveness will lead to its adoption in 
the United States and Canada, where labor is dear. In England, “the 
sons of the soil,” no longer driven to pauperism or to emigration, 
may join the busy town operatives in blessing the good genius of 
James Watt.** 


HENRY R. MIDDLETON: REFINER OF ORTHODOX DOCTRINES 


Coming close to Cardozo in theoretical skill in the period, was 
Henry R. Middleton (1797-1876). He was a scion of one of the 
most eminent South Carolina families. He traveled and studied in 
Europe, graduated from West Point, and also studied law. He had 
an extensive theoretical and practical knowledge of commerce and 
banking. His first writings, in Raguet’s Free Trade Advocate in 
1829, defended free trade. Like Cardozo, he felt the case had to be 
based on a thorough-going presentation of the “science of political 
economy.” His analysis of the principle of economics was a unique, 
and what Raguet called an “abstruse,” variant, in that it ran in terms 
of “demand” and “utility.” i 

A community profits from its industry, he said, not in proportion 
to the utility of the object produced, but to “the difference between 
the utility and cost.” This difference “creates what, in the language 
of science, is called demand.” The greater the difference, the more 
extensive the demand; and the greater the demand, the greater the 
supply, except where, “through the impertinent interference of knay- 
ish or ignorant legislators, natural causes are prevented from having 
free scope,” and enjoyments and innocent gratifications must be pur- 
chased not at the moderate cost at which a bountiful nature set them, 
but at the exorbitant and unreasonable one at which rulers have esti- 
mated their value. 

Demand depends upon a comparison between the utility of an 
object and the cost necessary to its attainment. Consequently it varies 
with every change either in its utility or in its cost. Demand therefore 
is the true expression of the wants and desires of a community, con- 
sidered in connection with the sacrifice or consumption of value 
necessary to supply those wants. When a man offers his labor and 
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receives a remuneration, either in money or any other valuable com- 
modity, the value he offers lies in the sacrifice of labor he is ready 
to make. This offer is not less a demand than if he had tendered 
some commodity having a value. So if a man gives his labor to fabri- 
cate some object which he cannot obtain as cheaply in any other way, 
he is sacrificing one value to obtain another; he creates both demand 
and supply; and so would everyone and of course the whole com- 
munity if it were not found that the division of labor and employ- 
ment augmented considerably the utility of the product. Just as we 
may desire an object and yet be unwilling to take the trouble or give 
the labor necessary to obtain it, so we may desire to possess it, but 
yet be unwilling to pay the necessary cost or value in the form of 
some other object. In such instances of inefficient demand, the neces- 
sary sacrifice is greater in our estimation than the object sought can 
compensate for. 

Thus demand is the basis of all industry. “Industry is the sacrifice 
or consumption of value made, whether in the shape of labour, or of 
commodities the result of previous labour, to supply the demand; 
that is, to be exchanged for an equivalent offered; the effect of which 
equivalent constitutes the demand.” Therefore the greater the de- 
mand, the greater the industry to supply it; the less the demand, the 
less the industry. “The value offered in demhiids may for a short 
period exceed the value, that is, the ordinary value of the object 
in demand; on the very same principle upon which a man desiring 
sen anty mers commodity upon a sudden emergency, willingly 
eric to obtain it something of much greater value. If he could 
obtain it at the moment at its ordinary eainey he would not give for it a 
greater one... . This continual tendency of the value offered in 
demand to rise above or to fall below the real or ordinary value of 
objects” directs industry into the most useful channels. The excess 
above the real value is always followed by additional production 
corresponding in real value to the increased demand. “This continual 
fluctuation of industry among different employments, according to 
the greater or less urgency of demand, . . . accommodates its efforts 
to the purposes or objects the most useful at the time, and prevents 
unnecessary expenditure or consumption of value in the production 
of what does not afford any adequate return.” 

Demand thus governs the employment of capital. Objects con- 
stituting capital differ from others, not in their nature, but in their 
use or manner of consumption. Thus, for instance, if diamonds pass 
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through the hands of the jeweler or trader, and are a source of profit 
to him, they are to him a portion of capital; but they cease to be 
capital the moment they come into the hands of the person using 
them for pleasure. The demand by the jeweler or trader, like that of 
the consumer, is regulated by a comparison between their utility 
to himself and their necessary cost. On the same principle, one mode 
or manner of applying industry may be said to be in greater demand 
than another. It is adopted because it is in demand; and it is in de- 
mand because it is the least disagreeable means of attaining the desired 
end of all industry.*° 

Middleton found the “demand” analysis very useful in answering 
any complaints of the food-producing West for more money as well 
as tarifis. ~< 

Specie, he said, flows to each country according to the amount of 
its effective demand; and this demand depends on the estimation or 
value set upon its products in the world markets and not on the 
actual labor these commodities cost. The less labor these products 
have cost, while their estimation or value in the markets of the world 
continues unchanged, the cheaper will be all foreign commodities, 
and among them gold and silver, which are universal commodities 
with which all others may be purchased. The same principle holds 
for the distribution of specie within a country. In the far West, for 
example, where the agricultural products are bulky and possess but 
little value in the world market as compared with the labor of their 
production, money will naturally be dear and scarce. A comparative 
cheapness of money, on the other hand, exists in the rice- and cotton- 
growing portions of South Carolina because these commodities have 
a comparatively high value in the world market in proportion to the 
labor of their production. 

Rice and cotton are to Carolina what manufacture is to England, 
and the swamps and cotton lands and warm sun of the former stand 
in the same advantageous relation to her as skill, knowledge, and 
machinery do to England. So long, therefore, as rice and cotton con- 
tinue to command in the world market a higher value in proportion 
to the labor of producing them than do the corn and cattle of the 
West, so long will the abundance of money and foreign commodities 
be greater in the countries which raise cotton and rice than in those 
depending for their income on corn, etc. 

However, he would not, he said in his 1850 edition of his treatise 
on currency, overrate the advantage in regard to labor that the 
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cotton- and rice-growing states possess. If the slaves in the southern 
states, instead of receiving the low remuneration imposed by the 
compulsory system, were to receive the rates of a system of free 
labor, the master’s profits would be greatly diminished. But even 
under the given free system, if no changes occur except in the dis- 
tribution of the gross product, the income of the country or area 
would remain unchanged in amount, and consequently its money or 
currency, “supposing this to be, as it usually is, proportional to the 
former.” ®¢ 

When discussing slavery for its own sake, Middleton could quickly 
forget that, in arguing against tariffs, he had proclaimed that the in- 
terest of the working classes were to be paramount. Writing for 
English consumption in defense of the extension of slavery to the re- 
cently acquired territories in 1857, he found that the working class 
was doomed to slavery in any event. Slavery, he said, is validated 
upon the “great economical principle, that wherever there is much 
to be done, and little labour to do it with, and where consequently 
FREE labor is dear, it will always be advantageous to introduce any 
system of labour which enables the employer to regulate the wages 
of his workman, and dictate the conditions of his work.” In northern 
and western states the increase of laborers and consequent reduction 
of wages made slavery unprofitable, and so it disappeared. It could 
only exist in the southern and southwestern states because there the 
climate and soil render Negro labor essential to industry; and the 
Negroes must be slaves if cultivation is to be profitable. In these states 
slavery is destined to continue, but in the disputed area of Kansas and 
the like, the northerners are raising an academic question in insisting 
that it be free, for its climate and soil render it unsuitable for perma- 
nent slavery even if their constitutions should allow it.%? 


FRANCIS LIEBER: “NATIONALIST” FREE-TRADER 


Cooper’s successor at the University of South Carolina, Francis 
Lieber (1800-1872 ),°* was one social scientist South Carolina came to 
regret she had ever sheltered. Lieber, like Tellkampf, was a Prussian. 
His youth had been stormy. After serving with General Gebhard von 
Bliicher and being wounded at Waterloo, he entered a gymnasium 
in Berlin, going from there to the University of Berlin, where he be- 
came interested in movements that seemed treasonable at the time 
and place. Europe was then under the hegemony of Metternich and 
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Czar Alexander, after the Congress of Vienna, and the German stu- 
dent movements involved agitation for a more powerful unity than 
existed under the Metternich-controlled confederacy of princes. It 
was felt that no republic could achieve this, but only a strong leader. 
Like List, Lieber paid heavily for his enthusiasm for this kind of Ger- 
man nationalism. He was forbidden the institutions of higher learn- 
ing; he was imprisoned more than once. He finally escaped and went 
to England in 1826. 

Lieber, though only twenty-six, had by this time a sense of frus- 
tration from his varied experiences, which included service in the 
army, a trip to Greece, a year in Rome as tutor to the children of 
the historian and diplomat Barthold Georg Niebuhr, interrupted 
attempts to study at Jena, Halle, and Dresden. In England life con- 
tinued to be precarious. He tutored in German and did a little writ- 
ing for German magazines. Failing to obtain the newly established 
professorship of German at the University of London, he decided to 
come to Boston to take over a physical training institute run by 
Charles Follen, another German refugee. 

The institute offered neither a satisfactory career nor a good liv- 
ing. He got his first real opportunity in a project to translate and 
adopt a popular German encyclopedia which was ultimately pub- 
lished as the Encyclopedia Americana. He convinced Henry Carey’s 
firm of its possibilities and then turned to the immense task of obtain- 
ing American collaborators, translating hundreds of articles himself, 
and seeing the thirteen volumes through the press. 

The work gave him excellent opportunities to become acquainted 
with leaders of respectable society, such men as Story, James Kent, 
Clay, Daniel Webster, Nicholas Biddle, Henry Wadsworth Long- 
fellow, and Charles Sumner, then not under a cloud. Lieber neglected 
no means that might bring him an income and contacts, for as yet 
he had no permanent post. Aside from the encyclopedia, for which 
he himself prepared articles ranging from Kant to cooking, he wrote 
for German and French periodicals, translated books on prison re- 
form, published his reminiscences of Niebuhr and a curious travel 
book called Letters to a Gentleman in Germany. He lectured, too, 
before such eminently worthy organizations as the Athenaeum and 
the Society for Useful Knowledge. 

When Gallatin invited a group of savants to discuss the establish- 
ment of a university on the European model, Lieber was asked to 
represent the German point of view. He hoped it might lead to some- 
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thing, but only a few lectures in history resulted. He even began 
to study for the bar. But in the meantime he made a powerful contact 
in Nicholas Biddle, who got Lieber a commission to prepare a scheme 
for the organization of Girard College, a task which Lieber char- 
acteristically turned into a treatise of over two hundred pages.®° 
Biddle also helped Lieber get a permanent post in South Carolina 
College in 1835 as Cooper’s successor as professor of political econ- 
omy and history. 

The time, it must be remembered, was during the emergence of 
the Whig Party, and Lieber had conducted himself in a manner that 
eminently satisfied good Whigs in the North and South who hailed 
the Bank of the United States as a victim of Jackson’s despotism. 

On slavery he had been eminently respectable. In his Letters to a 
Gentleman in Germany he had written that in the abstract the in- 
stitution was Vicious; it was against the spirit of the times. But it did 
exist, and emancipation was the foolish solution of violent and im- 
practical people. They did not realize that freedom would lead to 
social equality and even to intermarriage, consequences which would 
conflict with the congenital dislike of whites for blacks. This might 
be prejudice, but it was founded on human nature. Above all, the 
consideration of the purity of the superior race in civilization must 
be kept in mind. History has shown that wherever whites appear, 
they become masters because they assemble all the good qualities 
which are scattered among the other races—such qualities as intel- 
ligence, sociability, activity, instinct for property, and elevation of 
mind. But this is not a bar to solution. It simply indicates that ex- 
portation to Africa or a remote section of the American continent 
would be necessary. 

Of course, Congress can do nothing about slavery, for it is solely 
within the discretion of the state legislatures, “those true foundations 
of our liberty without which it would not have been possible even to 
preserve her appearance.” This does not mean local democracy, he 
said; and certainly it does not mean that going institutions like the 
bank could be put out of existence by the people’s will. But reliance 
on the people’s will means continual change, and continual change, 
undermines society even to its basic principles of morality and the 
pursuit of knowledge. It prevents “the firm adherence to right and 
law” from rooting as it should. Fortunately, he said, people here can 
live under law rather than under contract. The trouble with a po- 
litical system avowedly contractual is that, one party inevitably re- 
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sorts to force, overthrows the other, and institutes a system of abso- 
lutism—and this is worse in a democracy than in a monarchy, since 
a monarchy can at least guarantee stability which “democratic ab- 
solutism’’ cannot. 

However, hardly had he got to his post than he was charged with 
being as obnoxious on religion as Cooper. The only evidence was 
his acceptance in the plan he had devised for Girard College of Ste- 
phen Girard’s provision barring ecclesiastics from any part of the 
enterprise. But this flimsy evidence was more than balanced by his 
statement in the same document that religion was the only safe foun- 
dation for morals and that there could be no true education without 
religious instruction; besides, he was also a member in good standing 
of the Episcopal Church. He always felt that his foreign birth was 
the real cause of his difficulties and of his inability to get away from 
the country town of Columbia and occupy an important position in 
the government of some great city. 

He supported the established curriculum. He once protested 
against a proposal to abolish the teaching of the Evidences of Chris- 
tianity at South Carolina. The Bible, he said, reveals the great crea- 
tive forces of modern culture; most important, it shows the superior 
moral value of individual responsibility. In his inaugural he spoke of 
history as “practical morals” and pointed out its importance to the 
sons of republicans who, in the future, must guide the nation. Nations 
must develop gradually out of their past culture, and although the 
old-fashioned doctrine of absolutely no change is untenable, still, no 
such radical overturn as was attempted by the French Revolution is 
feasible. Ambition is one of man’s noblest attributes. Young people 
should be taught not to abuse it, moderation ought to be gained by 
self-discipline rather than by law.*° 

Lieber taught political economy from Say’s text and argued that 
the subject teaches how ideal is “‘the natural, simple and uninterrupted 
state of things in which man is allowed to apply his means as best he 
thinks.” His orthodoxy on free trade could never be questioned: he 
wrote the introduction to Mrs. McCord’s translation of Bastiat.** 

Lieber’s writings during his South Carolina residence ranged from 
translating a dictionary of Latin synonyms to a monograph on the 
blind deaf-mute, Laura Bridgeman. But gradually he began to con- 
centrate on law and politics. Of these, it can still be said, as James 
Kent remarked to Lieber, “you are so sound and conservative. You 
are... a very safe writer.” * 
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His first great effort, the two-volume Manual of Political Ethics, 
which appeared in 1838-1839, was one of the most comprehensive 
defenses of the rights of property, se especially corporations, 
that had as yet appeared. “Man yearns,’ ’ wrote Lieber, “to see his in- 
dividuality represented and reflected in the acts of his exertions—in 
property.” Consequently these rights must be thoroughly protected 
and involve exclusive control, even if it means abuse, as in the instance 
of foolishly spent funds. 

Anything less than this full protection would so endanger the 
steady and moderate pursuit of gain as to engender idleness, im- 
morality, and “unfitness for substantial liberty.” Property existed 
before society and the state did, and they merely confirm primordial 
claims. The original and fundamental nature of property created also 
the defense for unrestricted exchange, accumulation, and bequest. 
These, indeed, have become the sign of man’s superiority over brutes, 
and of Western man over the Asiatic. 

Property, since it is not exactly instinctive, is not automatic, but 
rather a characteristic of a higher order which all men bent on civ- 
ilization possess. It is therefore a predisposition, a capacity; and men 
lacking it are doomed to savagery. 

Similarly, the monogamic family is a characteristic of civilization. 
It is intimately related to property, since its division of labor gives 
rise to exchange. In this light both property and the state rose his- 
torically from the patriarchal family: the state from the authority of 
the pater familias, and property from the division enforced by him. 
But this by no means implies that the state has the right to redivide 
property. 

On the contrary, the state makes no rights; it merely protects orig- 
inal ones. Meddling is not only unjust and burdensome, but also 
dangerous and expensive. “Individual industry, private combination, 
and associations, which are conscious that they depend upon them- 
selves alone, are possessed of a vigor, keenness, and detailed industry 
which cannot be expected of the action of the state.” Exchange ought 
rarely to be interfered with, and ought “never to promote, as it is 
called, the interests of the many.” The state must neither disturb in- 
dividuals in these rights nor allow others to do so, “as the trade unions 
have of late done.” 

These combinations interrupt the “free course of supply and de- 
mand” in causing unnatural prices and actual shut-downs. Should 
the unions succeed in raising wages, capital would move to the 
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cheaper regions, and so workers would be unemployed. These 
“aristocratic monopolies” promote expense and immorality among 
their members by strikes, wean members away from their families, 
and cause an increase in crimes, as is exhibited by statistical tables. In 
fact, such “mobs,” such “Jaborite” protests, constitute opposition “to 
the majesty of the law and render property insecure.” The judiciary 
is the great bulwark against democratic absolutism, the constant 
threat to individual rights. “The people, the majority, are subject to 
sudden impulses, to passion, fear, panic, revenge, love of power, pride, 
error, fanaticism.” 

Education is important, Lieber continued. The young should be 
taught that it is a privilege to obey laws and that it is a “high pre- 
rogative” of men to acknowledge superiors and inferiors. It is neces- 
sary that “a sacred regard for property in all its manifestations, should 
be early instilled in their souls.” On the matter of suffrage, it is gravely 
to be doubted whether manhood suffrage is founded in natural right. 
The voters should have as prerequisites a certain education and steady 
employment. “No civilized nation in which ... there are vast 
ignorant, rude and poor classes, excluded from the common stream of 
civilization, can endure universal suffrage.” 

In this connection, too, it is clear that women should be excluded. 
They are of a different nature. A certain kind of literature dwells on 
the possibility of equality between the sexes; these are of a “loath- 
some immorality, pitiful and superficial.” 

So long, however, as the judiciary stands guard, having the final 
word, none of these democratic traits can affect more responsible 
citizens. This view developed into a theory of the state as a his- 
torical growth evolving under the restraining influence of the judici- 
ary. The law, in this theory, is the common law, “a body of rules 
of action grown up spontaneously and independently of direct leg- 
islative or executive action,” and the judges are its conservators. 
The judiciary emerged as a kind of super-institution, out of the 
processes of social evolution; America’s place in the scale of nations 
is securely at the top by reason of having contributed to civiliza- 
tion, the independent judiciary. 

His good friend Justice Story, who read the book in manuscript, 
expressed the verdict of respectable opinion of the anti-Jackson vari- 
ety on the book: it is one of “the best theoretical treatises on the 
true nature and objects of Government.” * 

Most revealing on the nature and object of the treatise was Lieber’s 
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letter to Nicholas Biddle commending Biddle’s conduct in the past 
few years both as financier and citizen and incidentally inquiring as 
to Lieber’s prospects at Girard College.*# 

While Lieber kept hoping against hope that his “exile” would 
soon be over, he kept writing. He published in 1841 in Harpers’ 
“family library” series for academies, Essays on Property and Labour 
as Connected with Natural Law and the Constitution of Society. Its 
nature could have been easily predicted from the fact that the Rev- 
erend Alonzo Potter wrote the introduction. There was little new 
material in the slender volume. It began with the familiar frame of 
reference. Private property and monogamic marriage are the two 
fundamentals of the social structure; out of these all the mechanics of 
civilization have evolved. Property is a universally acknowledged 
right, he said. But he severely chastised those men who, forgetting 
the continuity of mankind and society, have reasoned from arbitrary 
abstract principles instead of from experience as manifested by pre- 
vailing institutions based on the “feelings and irresistible impulses” 
of man. 

By a slight variation in technique, he found he could justify the ac- 
quisition of the Mexican lands in California and of the Indian lands 
within the American borders. The Mexican lands are very rich, 
they possess useful outlets to the Pacific, which would contribute 
to that first of all civilization’s requisites, the exchange of produce; 
but instead of furnishing a home for millions of people, as they should, 
they are peopled thinly by savages. The Indians ought to be dis- 
possessed because “they do not use the land as it was destined to be 
used, for the support of mankind.” Only a few, he said, can be main- 
tained by hunting. 

An understanding of property as well as wages requires an under- 
standing of value as viewed in political economy—exchangeable 
value. Any increase in the supply of goods depreciates value, desir- 
ableness. Property, in fact, has value only with reference to its 
owner, and if this is kept in mind it is “far easier to see the justice 
of exclusive property, even in land.” Nothing can pay for produce 
except produce, which must be created by labor and capital, itself 
stored-up labor. The axiom holds even in case of money exchange, 
since the money is obtained by giving produce for it. Therefore, the 
more saved from consumption, the more accumulated and used repro- 
ductively—‘“in other words, the more wealthy people there are in a 
community, the better for all.” 
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Without the employers’ accumulations, those without capital 
would be without the means of livelihood. Wages are no more an in- 
vention than is property; they are the outcome of the natural and 
necessary state of things, and interference with them by unions or 
even government violates the great economic principle that in “the 
free exchange of mankind” all things—labor, talent, capital, learn- 
ing—obtain the price they are “considered worth.” Wages in con- 
sequence can be increased only by industry, thrift, saving, improve- 
ment in political morality, the consistent fulfillment of contracts, and 
by the prevention of idleness, riots, and other civil disturbances. 
Workmen ought to be told that restrictions on the accumulation and 
transfer of property hurt them more than others, that legislative acts 
limiting large fortunes are vicious. In ancient Rome, when democratic 
absolutism prevailed, riches were incompatible with liberty and the 
wealthy fostered corruption to prevent seizure of their fortunes. Un- 
der our “noble constitutional liberty,” no danger of this sort exists. 
No one would seriously assert that the richest men—the Astors and 
Girards—are politically the most influential. 

Still, Lieber was serious about workers’ education. In 1842 he 
wrote to Charles Sumner and Samuel B. Ruggles that the great busi- 
nessmen like Nathan Appleton ought to provide a fund for publish- 
ing a series of cheap, well-directed tracts “for the people” on such 
important subjects as “Government, Obedience to the Law, Prop- 
erty, Labour, Social (Political) Economy, Trade Unions, etc.” At 
least 500,000 copies ought to be distributed, and then the series should 
be made into a textbook for the higher common schools. ‘““Those 
who attack many important institutions at their very foundations 
are busy and do it frequently with plausible arguments. It behooves 
the others to be active, too.” 

As was usual in so much of Lieber’s work, the origin of this scheme 
had little to do with labor problems as such. He wrote Ruggles that 
the project had suggested itself to him on hearing that Ruggles in- 
tended to write on the repudiation of the state debts. And Lieber 
informed his good friend that he had lectured on this “infernal doc- 
trine of repudiation” and “if ever you are enabled to make it worth 
a man’s while to write plainly, thoroughly and popularly on this 
subject, let me know.” Naturally he blamed the doctrine on “demo- 
cratic absolutism.” #5 

During the remainder of his stay in South Carolina, Lieber con- 
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tinued his efforts to obtain a position of importance in a metropolitan 
center. In 1844-1845 he visited the “fatherland” for the first time. 
He was given an honorary degree at Harvard, but he never obtained 
the coveted Harvard professorship. At the wrong moment his friend 
. Story died. His visits to Germany brought nothing more than ac- 
quaintanceship with Prussia’s ineffectual king and the offer of a 
humble post which he could not bring himself to take. 

One of his adventures was attempting to have the American gov- 
ernment publish a manual of the statistics of the country in the man- 
ner that Cooper and others were constantly suggesting. He had 
started on this project while in Boston. As might be expected, he 
had already arrived at the conclusion, in his Letters to a Gentleman 
in Germany, that the standard of physical comfort of the industrious 
classes—the mechanic and farmer in the United States—was higher 
than anywhere in the world. By 1836 he had worked out a grandiose 
outline which he submitted to the United States government. It 
was simply another encyclopedia reduced to a convenient com- 
pendium. 

A characteristic trait of the times, he wrote, was that in many 
branches of importance to the general welfare “a careful collection of 
detailed facts, and the endeavour to arrive at general results by a com- 
prehensive view and judicious combination of them, have been sub- 
stituted for mere theorizing.” The Prussian government, which offers 
“the peculiar and novel phenomenon of a polity, though absolute in 
its frame, yet . . . administered upon highly liberal principles,” has 
established a “Board of Statistics” to collect statistical facts with re- 
gard to agriculture, commerce, and industry, as well as the manifold 
social and political relations of its subjects, and “to lay abstracts 
made of them before the respective authorities.” However advisable 
it might appear, he said, he did not intend to suggest a permanent 
board. But Congress should order the publication of a “manual of 
many subjects.” Once this is done, it “would be easy for Congress to 
renew its publication” or issue additions from time to time, say every 
three or five years. 

The chief collector of materials and the compiler of the work 
“should be a gentleman of established literary reputation and ac- 
knowledged ability.” To make the manual truly scientific and use- 
ful, “the whole literature existing on the respective subjects” should 
be given in the “form used by the German manuals.” 4® Bowen and 
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the respectable Whigs applauded the proposal. ‘Te would exhibit the 
elements of American prosperity and the blessings of a free gov- 
ernment in a most impressive light.” #7 

In 1847 Lieber had hopes that Congress or the government might 
appreciate his plans and services, but he had to report failure. He 
had tried to see the Secretary of the Treasury on the matter three 
times, he reported in disgust to his friend Ruggles.** 

It doubtless increased his sense of frustration that, when Congress 
finally undertook to do something along this line, on the census of 
1850, another “publicist,” the protectionist and eulogist of slavery, 
James Dunwoody Brownson De Bow, got the job. His bitterness in 
being in an obscure retreat far from “the moving and literary world” 
increased. He wailed to his friends that “scholarship in my case is but 
a morganatic marriage. . . . I was made for a different sphere, for 
action through masses.” *° Military action, leadership on the battle- 
field, were what his nature craved. He took to dating his letters ac- 
cording to battles; he was pleased to be made an official visitor to 
West Point. If it had not been that the Mexican War was unrighteous, 
he said, he would certainly have applied for a commission. 

The outbreak of the revolution in France in 1848, re-excited his na- 
tionalist ambitions for Germany and a place for himself in that 
scheme. His enthusiasm led him to reason that a series of wars was 
imminent out of which a unification movement would emerge. There 
is nothing to show that he read or heard of the Communist Manifesto, 
but he did begin to use the term “communist” as another and more 
picturesque derogation of all those movements that ran counter to 
the canons of a free-trade Whig, whether on tariffs or labor unions. 
Following his familiar pattern, he indicated that in his view com- 
munism was merely another phase of that “democratic absolutism” 
against which he had given so many warnings. In Europe at the mo- 
ment, the “red republicans” had a role to play; but the nationalist 
movement would re-establish order if only there be some bold man 
in Germany, like Cromwell, Napoleon, or Frederick II to grasp the 
time and wipe out the crowd of princes. He hurried to Prussia only 
to find that the revolution had petered out and that there was noth- 
ing he could do. 

Another crisis for Lieber approached in the winter of 1849-1850 
over slavery in the territories acquired from Mexico and a more 
stringent Fugitive Slave Act. Lieber had viewed slavery as a “decidu- 
ous institution,” one which “always falls at a certain time, as the 
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first teeth are absorbed and give way to the second.” And such a view 
had been the familiar one of the sophisticated leaders. But now south- 
ern leaders had moved over to the thesis that slavery was a positive 
blessing and were working it into their religion. Not to extend it to 
the territories, including California, would be taking property with- 
out compensation. Lieber’s good friends and admirers, the McCords, 
were intellectual leaders in these movements. 

On those very same principles of economics, property, and his- 
torical development that Louisa C. McCord used to justify slavery 
as a blessing, Lieber ventured to oppose the extension of slavery in 
private correspondence. He wrote Calhoun, then leading the fight in 
Congress, that slavery annihilates the “two first elements of all prog- 
ress and civilization . . . property and marriage as legal institutions 

. as much as the vilest communism.” °° Slavery does not exist by 
the law of nature. It is merely a municipal institution, and only exists 
when positive law is laid down to that effect. Therefore forbidding 
slavery in the territories is no deprivation of property. Finally, slav- 
ery is against the times, and the worst revolutionists and promoters 
of disorder are those who blindly adhere to the existing order, 
whereas wisdom teaches that everything must eventually change or 
die a violent death. The institution has outlived its necessity. At the 
same time, the North should not interfere with slavery in the slave 
states, and those opposing the Fugitive Slave Law and maintaining 
there is a higher law than the Constitution are fanatical, seditious 
abolitionists. 

When the South accepted Clay’s compromise, Lieber could write 
finally that secession was dying, and he could help organize a Union 
Party in South Carolina. At a meeting for this purpose he opposed 
the idea of secession, but in such a way as not to involve slavery or 
state’s rights. The Union has been a boon, he said, to all the states. 
The idea of secession cannot be found in history, “the common law 
of mankind.” If the idea is logically pushed, then the states might, 
contrary to the Constitution, establish monarchies. It is fantastic to 
assume that the Constitution tacitly acknowledged the idea of seces- 
sion, for this would assume that the founders instilled a principle 
of self-destruction into the very instrument which constituted the 
government. It would be like the provision in the first democratic 
constitution of France providing that if the government acts against 
the laws, every citizen has the duty to take up arms against it. This 
was “Jacobinical Democracy tempered by revolution.” Further- 
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more, those who insist on the right of secession on the ground of 
contract must admit the correlative right of the Union to expel 
states. Are they prepared for this? There is, finally, the strongest ob- 
jection: that war would result, and the North would be victorious.** 
The party he looked for, wrote a Whig friend, was one with a plat- 
form of “free trade” or “exchange as God wills it,” rather than 
protectionism which was “veiled socialism”; “rational views on 
slavery,” which meant the exclusion of fanatical abolitionists and 
eulogists of slavery; and “progress in a conservative spirit—a spirit 
which acknowledges society to be a continuum.” °? 

That platform was elaborated in his last and greatest treatise, On 
Civil Liberty and Self-Government (1853). Liberty, of course, was 
still “constitutional liberty” in contrast to “democratic absolutism.” 
But by now he had accumulated a number of synonyms, such as “‘in- 
stitutional liberty” and, above all, “Anglican liberty,” in contrast to 
communistic Gallic liberty. The great controversial issue of slavery 
he handled in his cautious fashion. The one passage on the question 
read as follows: “Socially, the colored man is denied equality in all 
states, and politically he is so in those states in which the free colored 
man is denied the right of voting, and where slavery exists. . . . The 
staunchest abolitionist, who insists upon immediate manumission of 
all slaves, does not likewise insist upon an immediate admission of the 
whole manumitted population to a perfect political equality.” He 
concluded the book with a chapter denying that the voice of the 
people is the voice of God. 

The book was applauded in the North and South. Colonel David 
McCord enthusiastically praised Lieber for collecting in one book 
“views and principles long known to one familiar with the laws and 
institutions of this country.” The only serious defect, he noted, was 
the neglect of the southern literature on nullification in the reading 
list. Lieber’s great admirer, President Woolsey of Yale, stated in a 
review in the New Englander that he hoped that Lieber might soon 
get a chair in the North. And just that did finally happen.” 

Lieber had opportunities from time to time to get an academic post 
in a desirable eastern institution, but unfortunately heretofore the 
positions open could never compete with his salary of $2500 and a 
house. James Kent’s son William, a trustee of Columbia College, in- 
formed him in 1842 of the recently endowed German professorship 
there, but Lieber was disappointed to discover that it paid only half 
his South Carolina salary. When Tellkampf resigned the post four 
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years later, Ruggles, also a member of the board of trustees, wrote 
Lieber that he might find it profitable to come to New York by tak- 
ing the professorship and ong a German newspaper. “Politically 
speaking,” the newspaper “would be of enormous importance in this 
early stage of German colonization to give its infant mind the proper 
bias and direction,” especially in enlisting or at least modifying “the 
torrent of democratic sentiment that this stream of German popula- 
tion is hourly rolling into our country.” *4 

Lieber replied that a German newspaper under his editorship would 
not succeed because the only subscribers would be the German mer- 
chants. The mass of German immigrants, he said, had “Jacobinical 
ideas” and felt that he was not one of them in politics. “They are 
democrats” of the George Bancroft type who believe in the principle 
of the unrestricted will of the majority of the people. Two years 
later, in 1849, he wrote Ruggles that he would like to buy into the 
New York Journal of Commerce and become its editor.*® 

In 1855 Lieber was so enraged at his failure to be appointed presi- 
dent of South Carolina that he rather incautiously resigned, expect- 
ing that he would be asked to reconsider, whereupon he might make 
conditions. To his chagrin, nothing of the sort resulted. The whole 
thing, he wrote Ruggles, came about because the slavery issue would 
soon bring war, in which case he preferred to be with his friends in 
the North. He wrote also to his fellow Episcopalian banker friend, 
Allibone, that many trustees had voted for him but “bitter Calvinism, 
simply bitter because I do not visit the Presbyterian but the Epis- 
copalean church, and my ‘Union’ letter, and villainously hinted sus- 
picion of abolitionism, carried the day.” After the year’s notice which 
every professor must give, he would be a “promenading workman; 
for this purpose, I am desirous that my resignation be known all over 
the Union. It is here in the papers and will soon make a noise.” °° 

In 1856 Columbia gave him the chair of political economy and his- 
tory, at a salary of $4000. He sold his slaves and left the South for- 
ever. 

The title of his new chair was not satisfactory to Lieber. Either 

“political economy” lacked the dignity he sought, or its connotation 

was wrong for the picture he had of his future activities. He actu- 
ally wrote his friend Hamilton Fish, chairman of the board of trustees, 
asking that the title be revised. He said that he had not as yet written 
to European friends in high political office because it would gratify 
him to tell them that he had been made professor of “the greatest 
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branches in the greatest city of the greatest Union—that of History 
and Political Science.” * It made little difference to the trustees, and 
the request was granted. 

Lieber’s tribute to economics in his inaugural was sufficiently im- 
pressive. It is, he said, a valuable study because its concerns form the 
basis of national life and indeed of civilization. Exchange is funda- 
mental; its necessity shows that natural theology, instead of being 
abandoned, should be further developed. In another sense, eco- 
nomics is useful, he said, as can be shown by reference to the con- 
duct of suffering workers in England during the recent depression. 
They resorted to no violence because “they knew full well that a fac- 
tory cannot be kept working unless the master can work to a profit.” 
Had they been uninstructed, they would have rioted as laborers 
did in the Middle Ages; but political economy had provided a tem- 
pering knowledge “regarding the relations of wealth, of capital and 
labour, which in spite of the absurdities of communism had pene- 
trated in some degree all layers of society.” 

The basic trouble is that people are suffering from “after-pain of 
Rousseauism” which itself is nothing but “democratic absolutism.” 

Political science can dispel such fancies, but first it is necessary 
not to confuse it, as many do, with various Utopias, which are all 
communistic. The advocates of these wild schemes, instead of study- 
ing the historic genesis of institutions and understanding that civi- 
lization is accumulative, want to introduce new governments based 
on some fanatical theory. They generally attack marriage and re- 
ligion. This stricture about not understanding history applies also 
to Comte, who, although he acknowledges property and monogamy, 
makes up for these “by his atheism and . . . inane vagaries,” which 
come close to the idea of universal organization. Lieber objected to 
the use in political science of the Benthamite theory of utility or 
expediency because it allowed Communists like Rousseau and Proud- 
hon to argue that society could undo its own doing, which meant 
that it could destroy the property it also created. 

In this connection also he deplored the increasing use of the term 
“sociology” as a neater description of the field of political philosophy. 
It implies a dangerous centralization. It is natural for “Gallicans,” 
but it is socialism. Mere knowledge, said Lieber, is not the ulti- 
mate aim of the students of political science. As mere erudition stands 
to real knowledge, so does knowing stand to doing and being. Action 
and character stand above science. 
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He treated issues in controversy among the respectable even more 
cautiously than heretofore. On the tariff, he acknowledged that econ- 
omists might disagree over protection and free trade, but that ques- 
tion touches “but a small portion of the bulk of truth taught by 
political economy. In reality, greater agreement prevails among 
economists than among any other scientists except perhaps, mathe- 
maticians.”’ °° 

His treatment of secession and slavery was such that he could send 
a copy of the inaugural address to that ardent pro-slavery spokes- 
man, Senator Hammond, and follow it up with the solicitation of 
the Senator’s influence in connection with his various projects, per- 
sonal and intellectual.®® 

But southerners at last considered that he was not favorably in- 
clined to their principles. In 1860, answering a letter from his eldest 
son, who was living in South Carolina, he said that when public duty 
should compel him to state publicly in New York his convictions 
concerning free trade, he would “be attacked in the North as vio- 
lently, perhaps as abusively, as I am at the moment in your portion 
of the country.” This contingency did not arise. In fact, the attacks 
on him for his slavery views were for sentiments which were, so to 
speak, not on the record. He had been frank only in his correspond- 
ence. Of course, he had egged others on. He had wanted Ruggles 
to say at the Episcopal Convention at Richmond in 1859 that slavery 
was godless, the greatest evil in modern history; that it must be 
ejected, and that, while unity and peace were desirable, they were 

not the highest good.® Privately he had denounced slavery to the 
extent of forgetting somewhat his political theory and his economic 
principles. Thus he wrote his German friend, the eminent Heidel- 
berg professor of criminology Councilor Karl von Mittermaier, agree- 
ing with him that “democratic absolutism,” the tyranny of the 
masses, was the worst form of absolutism, but at present the minor- 
ity, the slaveholding aristocracy, tyrannized over America.** The 
agitation for reopening the slave trade Lieber denounced as sacri- 
ficing justice to profit. “We economists have, thank God, been 
enabled to show the utter viciousness and erroneousness” of Bernard 
de Mandeville’s theory that private vice is a public benefit, he wrote 
a former South Carolina student. Still, supposedly moral people con- 
tinue to speak and act on the principle, so that a reopening of the 
slave trade is justified on the ground that it is profitable for the 
slave trader and cotton producer.** 


880 THE ECONOMIC MIND IN AMERICAN CIVILIZATION 


Apparently Lieber was not willing to concede that the proponents 
of the slave trade were not expert logicians on the evils of “demo- 
cratic absolutism.” 


The greatest tribute to Lieber’s essential “soundness” was paid by 
Colwell. Colwell was so anxious to claim Lieber as the right kind of 
social philosopher, even though he was a free-trader, that in his in- 
troduction to Matile’s translation of List he wrote: “We do not re- 
gard Francis Lieber as a writer upon Political Economy. His dis- 
tinguished writings occupy another field. We imagine that he is 
too little satisfied with their doctrines to belong to any of its schools.” 


THE MATHEMATICAL ECONOMICS OF SAMUEL GALLOWAY 


The northern-born Samuel Galloway (1814-1891) proved more 
loyal to the area of his adoption.®* He was born in Pennsylvania, at- 
tended the College of New Jersey and Princeton Theological Sem- 
inary. After serving in 1834-1835 as professor of mathematics and 
natural philosophy at Lafayette College, Pennsylvania, he went to 
the South, where he held a pulpit or taught in the lower schools. He 
spent fifteen years in South Carolina, thirteen in near-by Georgia, 
six in Florida, and died in Texas. 

In 1853 Galloway published at Athens, Georgia, Ergonomy, or 
Industrial Science, which portrayed the harmony of a universe that 
included slavery. The economist, he said, investigates the laws of 
property, reasons with “demonstrative vigour,” and “estimates com- 
modities with the strictest arithmetic.” Every product of labor enter- 
ing into a commodity is measured by “fluxionary measures.” Masses 
contribute to each commodity and receive a proper equivalent for 
their respective contributions. 

“Ffuman labour constitutes a regular articulated system, each part 
of which displays the nicest connection and completest harmony. 
Wheels within wheels move with ceaseless activity, and the whole 
appears like one great animated personage. Each elaborator only 
considers his own part, and other parts are fitted to his action. He is 
placed in the center of a great web, each thread of which is con- 
nected with a thousand others. The involuted fabric is bound to- 
gether by crossings and twistings and exhibits elegant complexity in 
unbroken unity.” 

In Galloway’s scheme, there was of course a place for the blacks, 
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but only as slaves. The dark races possess the acutest senses, but are 
impervious to moral beauty, manly virtue, and elevated sentiment. 
They are always ready for sensual indulgence, and “satisfaction is 
depicted on their very countenance.” Their affection for a master is 
so ardent that they will execute the most hazardous office to demon- 
strate their zeal and attachment. So inferiority “seems to be their 
natural destiny.” 


CHAPTER XXXII 


The Virginia Contingent: Philosophers of the 
New Order 


GEORGE TUCKER: A SOUTHERN ANACHRONISM 


T THE University of Virginia George Tucker continued to 
reign for a while as professor of moral philosophy and po- 
litical economy, which still embraced political economy, sta- 

tistics, and philosophy of social relations, or “Ethics of Society.” In 
the fierce political struggles Tucker became a Clay Whig and a bit- 
ter opponent of Jackson.’ Jefferson’s ideas, those of the legendary 
Jefferson more than the actual one, were still anathema to him, 
but he managed to surround his objections with Jefferson’s rhe- 
toric. Jefferson’s plan to support promising youth at public ex- 
pense in the higher schools was unsound, he declared, not only 
because of the expense, but also because it would be disdained by 
talented but impecunious Virginians “moved by an inborn sense of 
equality.” *? He published what might be called an official biography 
of Jefferson—The Life of Thomas Jefferson—in 1837, but in his 
urbane manner he took Jefferson to task for his criticism of cities, 
public debt, tariffs, internal improvements, and especially a national 
bank. 

In 1831 he was arguing, anonymously to be sure, for what he had 
publicly denounced in 1824. The first Congress, he complained, laid 
an impost in such a way as to encourage industries best suited to the 
country, and later Congresses continued the policy for thirty years 
until it was discovered by a member from Maine that the policy was 
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unconstitutional. The discovery was so cordially welcomed by many 
southern politicians that the opposite opinion is now viewed as heresy. 
So again President Jefferson gave his sanction to the federal author- 
ity’s making internal improvements; time passed, and it, too, was 
declared unconstitutional. But a procedure which has been recog- 
nized by every department of government and acquiesced in by the 
people should be considered expressive of the Constitution and no 
longer open to controversy; “and if the decision was wrong, accord- 
ing to a maxim of the common law, and which became common law 
only because it was common sense, the universality of the error makes 
it right.” 

Tucker brought forth this elaborate anonymous defense ober 
“Jiberal construction” in the course of defending recharter for the 
second Bank of the United States in the March 1831 issue of Walsh’s 
American Quarterly Review. In the article, which followed Gallatin’s 
famous one, Tucker attempted to defend McDuffie’s House Report 
against critics of that nullifier’s extreme version of the quantity 
theory. McDuffie had asserted that the value of money depreciates 
in exact proportion to its quantity and this quantity included both 
paper and specie. 

McDuffie’s report, said Tucker, maintains a sound principle. All 
that is required is to state some insignificant qualifications to meet 
the critics. An increase of money will diminish its value, “but the 
extent of the diminution is one of those nice problems in political 
economy which has never been accurately settled. It has not yet 
been adjusted to a formula which will explain all the facts attending 
such an increase.” The quantity of money required in a country 
depends mainly on the number and value of its purchases in a given 
time, yet with the same amount of purchases, the money in circu- 
lation will vary considerably. The various expedients and substitutes 
for supplying a temporary deficiency of currency make the quan- 
tity of money in a commercial country capable of considerable con- 
traction or expansion. A sudden rise in the price of staples, while 
it increases the demand for money, proportionately improves in- 
dividual credit, making this credit a substitute for cash. Money, too, 
may be more active at one time than another, and when its velocity 
of circulation has considerably increased, the greater comparative 
idleness of a part held by individuals may prevent or lessen its de- 
preciation. These and other circumstances, “all inappreciable ex- 
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cept by approximations, prevent the value of money precisely varying 
with its quantity.” Having vindicated the quantity theory and os- 
tensibly shown the need of a national bank to prevent “inflation” by 
the state banks, Tucker went on to argue that the state banks could 
not safely circulate as much paper as a national bank and to denounce 
the hard-money proposals of Jackson.’ Biddle informed Tucker that 
he had gotten 2000 copies of his “excellent article” for distribution.‘ 

When Jackson in 1833 ordered the removal of the government 
deposits, Tucker’s wrath knew no bounds. Under the signature of 
“One of the Sovereign People,” he published a series of letters in 
the Washington pro-bank National Intelligencer. Tucker said that 
he professed not to be “intimately acquainted with the arcana of 
Banks,” but he was sure that the exclusion of the government di- 
rectors from the board meetings of the bank was just, for they were 
really spies. Had they not revealed to the government the bank’s 
disbursements to the press? The bank merely sought to refute the 
absurd charges against it, and the government’s use of these dis- 
bursements as one of the grounds for removing the deposits was an 
attack on freedom of speech and the press. Even if the bank spent 
more than necessary to enlighten the public, it was erring on the 
safe side because the people could not receive too much light on the 
subject. This also applied to the loans. 

Back of the whole plot, he contended, was the fact that the irre- 
sponsible “kitchen cabinet” was “afraid of being kicked out of the 
kitchen by . . . Clay, . . . Leigh, or any honest man who may em- 
body the indignation of an insulted people.” * Apparently Tucker 
must have felt that few people knew of Leigh as perhaps the most 
reactionary of Virginia leaders. 

Tucker never gave up the struggle, though he might manipulate 
his arguments. In the midst of the battle over sub-treasury in 1839, he 
published his The Theory of Money and Banks Investigated. In his 
original defense of the Bank of the United States he had charged that 
the opposition came primarily from state banks, and he accused them 
of the usual list of sins. Now he defended them as strenuously as he 
had done during the interval between the first and second Banks 
of the United States. He did propose, however, that reserves be 
maintained for deposits as well as notes and that periodical exami- 
nations should be made by state commissioners. But the most ef- 
fective remedy is publicity of statements. Although they oppose it, 
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the banks will gain because the popular hostility against them will be 
allayed, and the people will realize that, though the banks cannot 
redeem all their notes at once, they are always solvent. 

Where others, like Raguet, called for a system of “free banking” 
to restrain in fact the rise of new banks, Tucker bluntly came out in 
favor of the chartered banks to achieve the same end. Even if the 
charter is considered a privilege, it has the same justification in public 
utility as an exclusive charter to a railroad company. If the railroad 
charter were not exclusive, no one would build; for should the road 
be profitable, others would be promoted in order to intercept its 
profits. The profits may even bear division, but the gains of the new 
company are the old company’s losses without improving the coun- 
try’s transportation. Likewise, the community needs only a definite 
number of banks; a larger number causes losses. Since the wealth of 
the community is the wealth of its members, it is better that one set 
of men should obtain an extra profit rather than all lose. 

But government-owned or -controlled banks, including the sub- 
treasury system, was most reprehensible. The Virginia banks dom- 
inated by government-appointed directors may have been prudently 
conducted, but this was “merely proof of lucky escape” rather than 
the absence of danger. 

Still, a private national bank such as the second Bank of the United 
States would be ideal to prevent the tendency of the state banks to 
expand their note issues excessively. He admitted that the bank at- 
tempted to use its power over the currency in the struggle with Jack- 
son, but the President was the guilty party because he made unnatural 
war on the beneficent institution. To prevent such government 
usurpation in the future, the independence of the bank should be 
protected by denying the President power to remove the deposits. 
Just as the judiciary is independent because its salaries are beyond 
the reach of the other branches, so the independence of the bank 
would be maintained to safeguard its profits. 

Tucker made one significant modification, which had been orig- 
inally put forth by “Bullion” Benton as part of the strategy of pre- 
venting recharter. He suggested that two or three such banks be 
established. This would give the benefit of competition, prevent any 
one bank from overextending itself, and remove the prejudice against 
the bank as an aristocratic institution. 

Three years later, in the controversy over Tyler’s exchequer 
scheme, Tucker presented in the bitterly anti-Tyler Whig Washing- 
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ton Independent and also in the Merchants’ Magazine a variant that 
resembled earlier proposals of defenders of the bank who felt that the 
old bank was lost for the time. 

The country, he wrote, suffers from the combined evils of a de- 
preciated and insufficient currency. So he proposed that the federal 
government borrow on the credit of the public land sufficient specie 
to make a reserve for a national paper currency adequate to the wants 
of the nation. A special commission would issue the notes, which 
would be fixed in amount by law and be receivable and redeemable 
by the government. The paper would be lent to the states at 4 per cent 
interest, and the states would assign the paper to selected banks which 
would surrender their own circulation and act as fiscal agents of the 
government. Finally, the notes would be redeemable in New York 
City. Directors of the commission would be appointed by the Presi- 
dent with the consent of the Senate and removed only in the same 
manner. 

The scheme, Tucker asserted, had great advantages. Assuming that 
the amount of currency issued is double the specie borrowed, the 
government would make a handsome profit, the banks would make 
the difference between the payment of the 4 per cent interest and 
the much higher rate they charge borrowers, “and more than all, the 
people would gain by the spring that would be given to every species 
of profitable enterprise and productive industry.” But of course this 
or any plan, said Tucker, is far inferior to a “national bank” of 
whose benefits we have had the experience for forty years.® 

Throughout all Tucker’s explanations, his ideal remained a money 
economy with its pivot the great commercial cities of large popula- 
tion. So in his systematic treatise, The Laws of Wages, Profit, and 
Rent, Investigated (1837), which was an elaboration of his earlier 
articles on “theory,” he denounced Ricardo for not realizing sup- 
posedly that increasing population means not an ever larger share 
to rent and a decline of profits, but a rise of profits because wages 
fall. Thus enterprise is encouraged. He declared in an address in 
1835 that the South should not take too seriously the familiar argu- 
ment against manufactories—namely, that they entail masses of 
indigent laborers who would eventually combine to bring about 
“agrarian” measures. All the indigent class can do for its own ad- 
vantage by combination, replied Tucker, will not prove sufficient to 
overcome the influence which the rich will be able to exert on it.? 

This by no means prevented him from approving of convulsions 
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and revolutions in Europe on the “sound” ground that the resulting 
migration to the United States would raise the price of land. He 
informed former impoverished President Monroe in 1831 that he had 
been wise in withholding the sale of his Virginia plantation lands 
because the agitation in Europe would raise their price. Of course, 
it was not “amiable or Christianlike” to want the European people to 
go to war, but “if such is their destiny, we may as well profit by ited 
especially since the warlike adventures would improve the condition 
of the great body of the European people “without paying a much 
higher price for their emancipation than they are now paying in 
servitude.” There must be a new division of powers between the 
governing and the governed. If it does not occur peacefully, then it 
must occur by a violent revolution.® 

In 1845-1847, in the party organ, the Democratic Review, he en- 
gaged in a lengthy controversy with the former Whig but now 
Democrat, Alexander Everett, over the validity of the Malthusian 
doctrine of population. The dispute was rather futile since both 
wanted large populations. 

Since Everett was going to China as the first commissioner under 
that “renegade” Whig Cushing’s treaty, Tucker shrewdly suggested 
that China should prove a crucial test for Everett’s theory of the 
more the people, the higher the wages, because Chinese wages should 
be the highest in the world. Just before Everett died in the Orient, 
in 1847, he sent his answer to the magazine. The naturally beneficial 
influences of the progress and density of population, where they are 
unrealized, he wrote, are defeated by the effect of vicious political 
institutions. But to discover in each case the particular form of mis- 
government causing the mischief is extremely difficult, and it is 
harder still to find the proper remedy. Thus in England the com- 
bined wisdom of all the British statesmen on this problem of poverty 
seems destined to fail.® 

As this debate was going on, Everett, the anti-Malthusian, was 
supporting the annexation of Texas in substantially the same manner 
as Tucker had supported the admission of Missouri as a slave state. 
He argued that “the native generosity and lofty spirit” of the South 
are better guides to the welfare of the nation than the calculating 
spirit of the North. “The South has exercised influence, not as a 
community of slaveholders, but as the able, vigorous and eloquent 
champion of popular and state rights, in one word, of liberty.” *° 

At the same time, Tucker still used his own interpretation of 
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Malthus to denounce the “Incendiary” northern abolitionists for not 
realizing that slavery must disappear as population increases on the 
limited extent of soil. The earnings of the slave will not repay the 
cost of rearing him. He felt he had verified these conclusions in 1843 
by a “statistical” analysis of the census of population of the United 
States for the last fifty years. 

Adequate statistical studies of the census data on population 
should be encouraged, he declared, for thereby speculations in po- 
litical philosophy “may be made to rest on the unerring logic of 
numbers.” Such statistical evidence would indicate whether national 
prosperity is increasing or falling because, as the mercantilist Sir 
William Petty had argued almost two hundred years before, numbers 
are the source or index of wealth. On the basis of his highly specu- 
lative “political arithmetic,” Tucker found that slavery was doomed 
to disappear in sixty to eighty years." 

By a similar speculative statistical analysis of national wealth and 
income, he concluded that the income was so ample as to overthrow 
the only ground upon which the “base doctrine of repudiation” 
could find support with any large portion of the American people. 

All the while Tucker “was correct” in his courses. In political 
economy, he used his own and Say’s treatise as required works, but 
students might consult Henry Carey’s works. For the course on “the 
progress of society,” they were required to read Guizot’s History of 
Civilization. 

But by 1845 Tucker was tired of his teaching and of the South as 
well. He was seventy. The student disturbances in 1845, which had 
led to the calling in of the militia, had been very trying. His attitude 
on slavery as a necessary evil doomed to disappear was anachronistic 
by now in the South. What is more, he had become quite definite in 
his Hamiltonian position. He was even saying now that the con- 
troversies over whether Congress had the right to give “special en- 
couragement to manufactures, to make roads and canals, to establish 
banks and other corporations, and to exercise some other legislative 
functions” showed the inadvisability of a written constitution.” 

So Tucker took up residence in Philadelphia, the cultural center 
of America. At last he was somewhere that resembled London. He 
continued his theoretical, historical, and “statistical” inquiries. He 
published his massive four-volume Hamiltonian The History of the 
United States (1856-1857). Through the Merchants’ Magazine he 
called in 1847 for the organization of a General Statistical Society for 
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the United States to supply information on national growth. The 
great errors in the government’s census, other than the population 


data, show that the government cannot undertake such work prop- 


erly because the necessary increase of officers and consequently of 
expense will not be incurred by the legislature. But limited inquiries by 
selected individuals of affiliated societies could obtain the necessary 
data with sufficient accuracy. Of course, the basic idea was the old 
one of collecting the available scattered reports or, as he put icactif 
those scattered rays of statistical information” from various publica- 
tions including the Merchants’ Magazine could be collected into one 
focus, as the proposed society could, what a world of light would be 
shed on the question of national welfare! 

He wanted especially to obtain data on manufactures, and it was 
quite natural that he expected this data to confirm the conclusions of 
Carey and Colwell. So in arguing for a census of manufactures, he 
declared that the progress of the coal trade marks the progress of 
manufactures and the growth of cities. Its price falls rather than ad- 
vances with consumption. With its inexhaustible supplies in the West, 
it promises to become the fuel of the poorest in the land. “The rapid 
increase of the iron business must also be looked at with great in- 
terest.” Its rate of growth has been such that in twenty years or less 
the country—though it will be consuming ten times, perhaps fifty 
times, as much as at present—will be able to supply its own enor- 
mous demand."* 

Tucker’s attempt failed, but undaunted he suggested at the first 
meeting in 1848 of the American Association for the Advancement 
of Science, of which he was a member, that it should establish a sec- 
tion of “Political Economy and Statistics” on the ground that all 
statistics are “auxiliary to all the sciences that are not demonstrative”; 
and to those which are, they furnished materials.'* 

But the association simply included “political economy” under 
one of the two main sections of the association, that of “natural his- 
tory.” “Natural history” comprised “geology, physiology, and medi- 
cine”; while the other section of “mathematics and physics” embraced 
“general physics, mathematics, chemistry, civil engineering, and the 
applied sciences generally.” 

However, Tucker continued his statistical and monetary studies 
and, like Colwell, he originally declared, as gold was discovered in 
California, that gold should be demonetized and silver made the sole 
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legal tender. The discoveries, he argued in 1850 and 1852, would 
reduce the value of gold from 16:1 to 10:1 before the natural check 
of a decreased production and increased consumption would restore 
the equilibrium. Creditors on long-term contracts would suffer by 
the depreciation, while debtors would gain. Besides, the silver dollar 
is the general money of account, the popular standard by which the 
value of gold and everything else is measured.*® But in 1858 he felt 
that there was no danger from gold. The depreciation of gold, he 
said, is being prevented by the increased cost of production of gold 
and the increased demand for it in the arts. 

He was still denouncing the evils of banking. Deposit of govern- 
ment securities against notes is not an adequate remedy because in a 
panic securities are not liquid. Nor did he feel that allowing banks 
to raise interest rates freely was the cure-all that Cardozo at one time 
made it. The desire for increased profits now leads banks to excessive 
discounts; the same desire would, if they can alter rates, lead them to 
the raising of the rate, and the alternations from a low to a high in- 
terest and vice versa would give a new incentive to speculating with 
the funds of the bank. The real remedy, he concluded, lies in his old 
scheme of two or three national banks.?¢ 

Late in 1859 he published his last systematic treatise, Political Econ- 
omy for the People, which he said was in substance a compendium 
of his earlier lectures at the University of Virginia. On slavery, he 
found that the acquisition of Texas and part of Mexico, by lessening 
the density of the population, would extend the life of the institu- 
tion; but it added no more than ten years to his earlier prediction of 
eighty years for the “natural and easy” death of slavery. 

One wonders whether Tucker recalled his role and his optimistic 
prediction in the controversy over Missouri. He died just as arms, 
rather than Malthus, were about to decide the issue. 


WILLIAM H. MC GUFFEY AND THE MC GUFFEY READERS 


Tucker’s successor at the University of Virginia was a northerner, 
the Reverend William H. McGuffey, who had already begun produc- 
ing the celebrated McGuffey readers. He eminently satisfied the de- 
mand that the professor of moral philosophy should be first of all a 
sound theologian. A Scotch-Irish Presbyterian, born and educated 
in Pennsylvania, he followed the Common Sense philosophy rigor- 
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ously. He seemed to be primarily a good preacher of sermons, but 
he did substitute Mill for Tucker’s own treatise as a required textbook 
along with J. B. Say. 

Judging by his enthusiastic approval of the extremely popular 
Political Grammar of the United States by the ardent Whig Ohio 
Commissioner of Statistics, Edward D. Mansfield, McGuffey appears 
to have been a follower of the main Whig positions. Mansfield saluted 
Joseph Story and Daniel Webster as his intellectual guides and ar- 
gued that Congress had a constitutional right to charter a national 
bank, provide a protective tariff, and support internal improvements. 
And, of course, his book was “sound” on slavery.” 


In the course on “The Progress of Society” the textbook used, 
in addition to the works of Guizot and De Tocqueville, was the im- 
pressive tome, Considerations upon the Nature and Tendency of 
Free Institutions, by Frederick Grimké, a former Ohio Supreme 
Court judge who was born in South Carolina and trained at Yale. 
Grimké was a strong believer in the doctrine of Malthus, but if the 
“preventive” checks that Malthus advocated, such as a restraint on 
early marriages, became general, Grimké argued, the resulting high 
wages to labor would enable other nations to undersell the country 
practicing the restraint, and its industries would languish. 


M. R. H. GARNETT: SCHOLAR IN POLITICS 


At the time the University of Virginia could boast an alumnus pos- 
sessed of Tucker’s ability, but more attuned to the day and place than 
Tucker had been. 

M. R. H. Garnett (1821-1864), son of an eminent planter family, 
had all the advantages of birth and wealth. His private education 
was such that before reaching the university he felt a year of or- 
ganized study would be enough, and while there he planned to con- 
tinue his studies at home without any particular profession for at 
least a year. The studies would include history, metaphysics, and 
belles lettres. Having learned Greek, Latin, French, and German, he 
would read writers in the original languages to improve his ability in 
these languages, he wrote a friend. History he intended to study 
“philosophically” —that is, “in connection with Political Economy 
and the general doctrines of government, and as an illustration of 
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the science of the mind, in short, as ‘philosophy teaching by ex- 
amples.’ ” 18 

Instead of one year at home, he spent two, and then two more 
years at the law school of the university. During the stirring events 
at home and abroad in 1847-1849, Garnett laid the foundations of 
a career as a philosophical politician. He presented the principles of 
a proper system of economics through the pages of the Southern 
Quarterly Review, in the form of review articles of the works of 
Adam Smith (McCulloch edition), Ricardo, Malthus, Say, Thomas 
De Quincey, and Richard Whately. 

Smith’s theory of labor value, he felt, leads to absurd socialistic 
conclusions. Since labor, according to the theory, always costs the 
laborer the same toil it performs, it will always exchange for the 
production of any equivalent labor. But if this is true, labor must 
always receive the whole of its production and nothing be left for 
profits. “To escape this absurdity Dr. Smith presupposes that after 
the accumulation of stock, exchangeable value, especially that of 
labour, is regulated by different laws, and that, as labour receives 
less than its natural recompense, a balance is left for profits and rents. 
This is to suppose that the natural laws of value change with the 
progress of society.” '° 

Profits in no sense are to be viewed as the outcome of capitalist ex- 
ploitation, he explained. Capital in whatever form can always be re- 
duced to labor. The natural value or cost of production of any article 
in labor is easily ascertained. All that remains of the exchangeable 
values after the cost of production is taken away is to be regarded as 
the profits. Profits exist because labor in general produces more than 
is necessary to support itself. If it were not so, there would be no 
accumulation of capital. “And it is the average of this annual in- 
crease, varied by all the circumstances affecting exchangeable value, 
which makes the per centum of profit.” 

Any attempt made to check the growth of enormous individual 
riches would be useless as well as harmful, Garnett wrote. Every 
addition is, after all, only the excess of profit remaining after pro- 
vision had been made for labor. Legislation designed to check the 
increase of profit could only be effective by rendering capital un- 
productive. Wealth is the product of industry, and industry is the 
struggle for life of that vast multitude which, without it, would sink 
into wretchedness and death. This multitude has come into existence 
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to find the ground from which subsistence must be drawn parceled 
out in conformity with the results of the lives and labor of those who 
preceded them, and to discover capital or the accumulations of past 
industry in the hands of those to whom it naturally fell. The right of 
the owners cannot be disregarded. Any system of law or philosophy 
which would destroy the sanctity of such possessions by describing 
them as conventional, is more injurious to mankind than the most 
daring atheism. 

What the propertyless multitude produces does not become their 
own, but passes into the aggregate of capital already existing. The 
excess of their production over their consumption becomes a part of 
capital and passes into the hands of a few. When a great increase and 
concentration of wealth occurs, the owner begins to realize that 
his individual labor is inappreciable in its increase. So he spends his 
life unprofitably in the industrial sense. From this state of indolence 
and pleasure arise those vices that offend the moralist. But the very 
ease, indolence, refined tastes, and pampered appetites of those who 
have accumulated large capital become the means of life to many 
toilers. 

A scanty population over a great territory may maintain a life 
of homely abundance and manly virtues. Small numbers of inhabit- 
ants and ease of living check the rise both of great accumulations 
of capital and of those social gradations which interfere with the 
simplicity and independence of rustic life. But in a crowded popula- 
tion there is no blessing like industry and no support to industry 
like the desire of employing capital. 

No law is required to direct the achievement of this beneficent re- 
sult. Labor and capital make their own laws, and these are as im- 
mutable as the principles of matter. The philosopher who is truly 
the poor man’s friend will do no more for him than preserve him 
from oppression and leave him to struggle unassisted and unim- 
peded. “Education and religion are all that humanity can bestow. 
The farther care of the labouring class is with the interests of the 
social system. Society understands its own interests, though it can- 
not always express them philosophically. The labouring man may be 
left to its direction in comparative safety.” 

Friends of Garnett became interested in establishing for him a 
chair of history and literature at the University of Virginia, but he 
was more interested in becoming an important public figure. Friends 
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were worried lest he go to some great northern city as the most op- 
portune place to practice law and further his political ambitions. He 
finally decided to try the home pastures and fired his opening gun for 
political fame in a stirring address before the alumni in the summer 
of 1850, when he was but twenty-nine years old. 

The harmony he saw in the universe, as he wrote his anonymous 
articles on political economy, apparently had become somewhat 
fictitious in a short time. He appealed to all true Virginians to stand 
fast to their old institutions. The civilized world outside of the South, 
he felt, was in an uproar. The German revolutionaries of 1848 at 
the Frankfurt Assembly instead of establishing a federal union like 
the American, abandoned the assembly to the extreme pantheistic 
Socialist Left, the Young Hegelians. Hegelian pantheism led to Lud- 
wig Feuerbach’s humanism, and thus to socialism. The North, too, 
was moving toward anarchy and socialism, and he pointed to the 
cry for publicly supported schools as a strong manifestation of this 
tendency. Hegelianism has spread through all classes, especially in 
“that hive of free schools, well-taught New England.” 

The chief means of spreading the pantheistic and socialist phi- 
losophy, Garnett said, is the national concentration or centralization 
with its antagonism between rich and poor, laborers and capitalists— 
an opposition which in a society without slavery must increase as 
population outruns subsistence. But slavery and federalism—states’ 
rights—have always existed where mental energy has been most in- 
tense and wherever the greatest literature has been pooduccd: Fully 
accep ones Calhoun’s opposition to the doctrine of the ‘ ‘numerical 
majority,’ ’ Garnett soon followed this with a pamphlet that won the 
attention of ardent Calhounites everywhere: The Union, Past and 
Future; How it Works and How to Save it. 

Garnett bluntly proclaimed that his state came before the Union 
and that the South had made a terrible mistake in agreeing, in the 
government under the Articles of Confederation, that slavery should 
be barred from the Northwest Territory. 

One of those he labeled abolitionist, in a review of the pamphlet in 
the Merchants Magazine, took Garnett to task for denying that 
certain areas were economically unfit for slavery, as most of the 
ardent pro-slavery writers had stated. This critic suggested coloniza- 
tion of the free Negroes as the true path of ending slavery. “Let 
the South give to the intelligent and industrious slave, religion and 
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learning, and as in Spain, the privilege of buying his own freedom 
. . . let her promote manufactures, and Jet the North restore her 
fugitives. Evils thus met will gradually diminish.” ?? ; 

Garnett replied that the great danger to the Union is not from the 
few fanatical abolitionists who demand immediate emancipation, but 
from men like the reviewer who talk about the eventual extinction 
of slavery, for they strengthen the moral sentiment of the northern 
people against the institution. This moral sentiment, this so-called 
“spirit of the age’ . . . must constantly force its way into legis- 
lation, in a Democratic age and country like ours.”” And this result 
becomes more certain as the consolidation of all powers in the fed- 
eral government fosters the feeling of the northern people that they 
are responsible for slavery, and all other institutions. The true remedy 
is to “let both sections recognize the great principle of the equality 
and sovereignty of the States, whether slave labour or hireling, and 
open the common territory equally to both??? 

Such talents, plus the fact that he was the nephew of the powerful 
United States Senator Robert M. T. Hunter, were quickly re- 
warded with his election as a delegate to the state constitutional con- 
vention of 1850-1851, to the House of Delegates continuously until 
1856, and then to the national House of Representatives. 

In the state constitutional convention, he bitterly denounced every 
attempt to liberalize the franchise on the old ground that slave prop- 
erty would be endangered. The present, he declared, is a contest 
between the principles of “consolidation” and “individualism.” It 
is a contest of individual right against despotism of all kinds, whether 
despotic kings or despotic numbers. It is a question whether fanciful 
theories shall override experience and become the basis of our con- 
stitution; whether the numerical majority shall absorb all the processes 
of the community, and man be relieved of all moral responsibility 
by “undertaking to provide for all his wants at the expense of society.” 
The numerical majority would abolish property, but the property 
right is primordial and not a creature of society. It is higher and more 
fundamental than any constitutional sanction. The vast develop- 
ment of society, materially and otherwise, comes of “man’s nature 
as manifested and realized in property.” 

In the state legislature, in 1856, Garnett called on the state to dis- 
pose of its investments in various enterprises, especially banks, to 
prevent the growth of despotism. “Let us sever the unnatural and 
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dangerous union of banks and state” and leave business and cur- 
rency to the “control of the laws of business.” * 

He entered the tariff controversy in Congress in 1857 with the 
declaration that the mission of our generation is to subdue the ma- 
terial universe and, to perform this mission, “I demand for American 
genius and industry that its shackles be stricken from its hands.” We 
stand for individual enterprise, the freedom to buy and sell where 
our interest leads. He opposed a reduction of the duties on raw 
wool on the ground that it would merely swell the profits of the 
manufacturers, but the case was different as regards wool manu- 
factures. 

On slavery he remained adamant also. “Where will be the security 
of property, when you rudely thrust aside the judicial independence 
and constitutional guarantees?”’ he shouted at the northern Re- 
publican critics of the extension of slavery and the Dred Scott De- 
cision in Congress in 1858. “Your population increases at the ex- 
pense of the country”; and in many towns, as in Chicago, New York, 
Cincinnati, it is half foreign-born. When the propertyless become a 
majority, what will become of you with your doctrine of the divine 
right of numbers and unlimited voting? Already, in New York, you 
have heard the socialist doctrine of a right to labor, and to support 
from the taxes of the property holders. ‘phe mayor of the city, who 
in fact was rather goteenmatoue) Garnett declared, has “pandered to 
their destructive sentiments.” You need more than ever “the con- 
servative influence of the South in the Union. . . . I appeal to you 
then in the name of the Constitution and the Union, to pause before 
you ... declare there shall be no more slave states.” In the end 
Garnett and his state left Congress and the Union, but he did not 
live to see that his “philosophy” of history had misled him as to who 
would be the victor in the conflict. 


THOMAS RODERICK DEW: THE RICARDO OF THE SOUTH 


The chief academic center of what became dominant southern 
opinion was Jefferson’s alma mater, William and Mary. Jefferson 
would hardly have recognized Thomas Roderick Dew and N. Bev- 
erley Tucker as his spiritual heirs, but they were the men who ex- 
pressed the new spirit of the South. 

Dew (1802-1846) succeeded Cooper as perhaps the most influ- 
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ential thinker in the South.2* South Carolina College sought him to 
succeed Thomas Cooper, and the University of Virginia wanted him 
to occupy George Tucker’s post. He was the confidant of leading 
Virginia politicians, especially of opponents of Jackson, such as Gov- 
ernor John Floyd, whose views and suggestions Dew presented on 
critical occasions.”¢ 

A movement was even started to send him to Congress, but he 
pleaded that the “high excitement produced by political life in our 
Legislative Councils, would be more than my constitution would 
bear.” 27 This did not prevent him from attempting to influence pub- 
lic opinion and legislation through the medium of the press as well 
as the classroom. Perhaps no mere academician ever did so much 
to create the political excitement he so much deprecated. For a while 
he was a member of Tyler’s “kitchen cabinet.” 

Dew was eminently qualified by antecedents and education to 
speak for dominant respectable sentiment. He grew up on a Vir- 
ginia plantation. At the age of fifteen he entered William and Mary, 
where he imbibed the teachings of the highly conservative J. Augus- 
tine Smith. He graduated in three years, in 1820, and made a two- 
year trip to Europe. In 1827 he was appointed to the faculty. It was 
characteristic of the looseness or inclusiveness of chairs in that day 
that the secretary should write in the faculty minutes that Dew had 
been made professor of “Political Economy” and then substitute 
“Law” for “Economy.” Doubtless “Political Law” was more im- 

ressive than simply “Political Economy.” The professorship in- 
cluded natural law, political economy, metaphysics, government, and 
history, with Adam Smith as the textbook in political economy. In 
1836 Dew became president and professor of “Moral and Political 
Philosophy,” which now embraced “Moral Philosophy, Rhetoric, 
and Belles Lettres, Logic, and the Philosophy of Grammar, Po- 
litical Economy, Metaphysics, Government, and History.” In his 
ublished writings he referred to himself at one time as “Professor 
of History, Metaphysics, and Political Law,” and another as “Pro- 
fessor of Political Economy, Metaphysics, etc.” 

He taught history in the customary theological fashion, beginning 
with Genesis. In philosophy, of course, he followed the Common 
Sense school with Dugald Stewart as the authority. In economics he 
eventually substituted Say for Adam Smith as the textbook, and he 
reserved Ricardo for students working for the M.A. On the oc- 
casion of important public controversies on economic issues, he 
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had his relevant lectures published, and these served as a textbook. 

Dew was learned and able. He knew the literature both in English 
and in foreign languages. He skillfully managed to present the most 
recent developments in the theory of value and to tie them up with 
his discussion of the great practical issues. Though his conclusions 
were substantially similar to those of Cooper, whom he greatly ad- 
mired, his style of writing was more moderate in tone, and he was 
willing to present a sustained analysis where Cooper would utilize 
a mass of miscellaneous and often contradictory arguments to sup- 
port a position. 

Dew rose to great prominence in the controversy that followed 
the tariff in 1828 through his publications and his work at the famous 
Philadelphia free-trade convention. In 1829 he printed part of his 
lectures to the “senior class in political law” dealing with the “Re- 
strictive System,” and these gave him a national reputation. Dew 
dedicated the Lectures on the Restrictive System to J. Augustine 
Smith; and, though in the preface he disavowed any intention to 
engage in political controversy, the book was shot through with the 
political philosophy of Calhoun. 

He displayed a high order of technical skill as he went into the 
theory of value to lay a groundwork for his exposition on the tariff. 
His great authority was Ricardo, but of course Ricardo’s views were 
deftly manipulated to meet a host of miscellaneous exigencies. Nor- 
mally, high profits and interest rates are the best index of national 
prosperity and high wages. High wages lead to increased population. 
The necessary resort to inferior soil or, what is the same thing, suc- 
cessive applications of labor and capital to the same soil, leads to di- 
minished returns. Wages and profits fall, and so the ground is pre- 
pared for manufactures. Thus England can manufacture more cheaply 
than the United States. Of course, in this connection he hoped that 
in the United States centuries would pass before wages fell to the 
minimum of subsistence. : 

This kind of argument Dew conveniently adjusted to show how 
the East was taking advantage of the West. The tariff prevents 
immigration to the South and West by raising wages and profits in 
the East, where they would otherwise fall because of dense popula- 
tion and accumulated capital. 

Dew showed considerable skill in answering critics of free trade. 
To the argument that general overproduction is caused by imports, 
Dew, using Say’s law of markets, replied that there could be no over- 
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production because supply always creates demand. However, the 
“overproduction” of one or two lines may lead to an appearance of 
general overproduction because of the “intimate liaison” and con- 
nection of all trades. Thus the want of confidence in one business 
during a period of misfortune causes stagnation in the general cir- 
culation of capital. 

All the familiar economic and social evils of manufactures were 
set forth. But he had a rather novel answer to one form of the infant 
industry argument that emphasized England’s great advantage in her 
people’s being longer accustomed to machinery. On the contrary, 
replied Dew, a nation which begins a particular manufacturing busi- 
ness later would use the latest improved machines, whereas nations 
long engaged in the business must continue with the old machinery 
or be forced to make a great sacrifice if they introduce the new be- 
cause of the loss of old investments. 

Dew, like southern opponents of the tariff in general, was not 
against a tariff for revenue, but simply one for protection. So ex- 
treme were his views that after attending the great free-trade con- 
vention in Philadelphia in 1831, he submitted a memorial to Congress 
outlining at great length the constitutional as well as common ob- 
jection to protective tariffs. 

The existing tariff is simply a case where the ignorant majority 
oppresses the minority to the economic loss of the nation, he said. 
It was passed by a majority obtained by log-rolling among a com- 
bination of interests determined to aggrandize themselves at the ex- 
pense of the minority. This is also true of national aid for internal 
improvements. Dew was aware that his general argument against 
state interference might rule out aid by any public authority, but 
again he knew how to make the proper qualifications. “If 1 am asked, 
then, how I would justify any measure, say a system of internal im- 
provements in my native state? I would say this is designed for the 
benefit of all, and will diffuse prosperity throughout the common- 
wealth.” True, one section may benefit more than another, but this 
must be accepted because the “inequality results from nature and 
necessity and cannot be wholly remedied.” 

Of course, if the state aid is merely for the benefit of one sec- 
tion in the state, it is bad. But Dew found that state aid to certain 
private canals and railroad companies ostensibly to build up eastern 
towns is for the good of the entire state, whatever the other section 
might foolishly think to the contrary. Nor did his Jaissez-faire atti- 
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tude and opposition to “king numbers” prevent him from siding with 
the Bank of the United States in the recharter and subsequent con- 
troversies.?* 

In the trying year of 1834, Dew had two other lectures of his po- 
litical law course published in the “popular” press. They combined 
an attack on the usury laws and on Jackson’s removal of the deposits. 
They were printed in the Farmers’ Register, edited by Edmund 
Ruffin, stanch opponent of poor laws and defender of laissez faire and 
slavery. Dew, like Cardozo, felt that the western and agricultural 
parts of the state did not understand their true interests in opposing 
the elimination or at least modification of the usury laws in so far as 
they concern banks. Under his Ricardian analysis, the western part 
would be better off than the more commercial eastern parts. Since 
its soil is fresh and the population thin, “profits are perhaps higher 
than in the eastern section.” In any event, the profits in the West are 
going to be even higher as soon as the great state internal improve- 
ments are completed, giving the West better transportation facilities 
to the East and its seaports. 

So Dew reiterated the familiar Tooke analysis already used by 
Cardozo that it was the course of trade, not bank issues, which de- 
termines prices; that the inscrutable, uncontrollable speculative spirit, 
not banks, causes depressions; that the banks, in short, are merely 
passive agents of the general credit system. 

Jackson is to blame for the prevailing money pressure. It is an 
axiom of modern theory that the efficiency of a circulating medium 
depends on the compound ratio of the quantity and velocity of cir- 
culation, and the circulating medium includes all forms of credit. A 
sudden shock to the public confidence will retard the velocity of cir- 
culation and immediately produce a money pressure exemplified by 
the “rash removal of deposits.” The pressure is not occasioned by a 
diminution of bank paper, for issues have only slightly if at all been 
reduced by the diminished velocity of circulation. When confidence 
is destroyed, credit can no longer serve as cash. A stands indebted to 
B, but B will no longer take A’s debts as payment. Dealings become 
isolated. Debits and credits are no longer compared and balances 
struck. 

As proof of his general theory of “confidence,” Dew said that the 
English government averted great money pressure in 1793 and 1811 
by issuing exchequer bills as loans. The mere determination of gov- 
ernment to do so, restored confidence and removed pressure be- 
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fore the bills were even issued. Similarly, the money pressure in New 
York will be relieved under Jacksonian Governor William Marcy’s 
plan to create $6,000,000 in stock to be lent to the state banks. But 
not for a moment would he applaud such an “immoral scheme—a 
scheme which proposes to make the state responsible for the acts and 
misconduct of banks and politicians.” Dew did not have to inform 
his readers that Marcy was a Jackson supporter and that the object 
of the measure was to break Nicholas Biddle’s pressure on state 
banks to force restoration of the deposits. 

The Bank of the United States becomes vicious—that is, politically 
—said Dew, where usury laws exist, for then low rates force the bank 
to issue more paper and thereby increase its power over the com- 
munity, especially in the complaining western states. Under the low 
and unjust rate, more of the inhabitants become indebted to the 
bank, and of course the bank is able to dictate their votes and opin- 
ions. The remedy is not to eliminate the bank, but to repeal the 
usury laws or gradually raise the rate until it approaches the market 
rate. Such action on the usury laws would supply another example 
of the innovating spirit of republicanism, which by its successes 
here and consequent adoption abroad, “may tend to break those 
chains of error, authority, and long-continued prejudice, in which 
the people of Europe have been for centuries bound, as if under 
the influence of some potent magic spell.” *° 

The following year he warned fellow Virginians, again through 
the Farmers’ Register, in another application of “the abstract truths 
of political economy.” The prevalent prosperity and high prices 
threaten to be short-lived because the bank “is quickly to wind up, 
and if its curtailment shall be very rapid, it may force the whole 
banking system of the country to contract its accommodations, and | 
thus perhaps to give a shock once more to public confidence.” *° 

In 1836 he saw the monetary system being threatened by the ac- 
cumulation of the surplus and its deposit in the selected banks, the 
so-called “pet banks.” The banks can never tell when the government 
might suddenly call for the funds, he wrote in an anonymous article 
in the June 1836 issue of the Farmers’ Register. The sudden hoarding 
by the deposit banks to meet the calls of government would instantly 
paralyze the entire business of the country and leave the debtors at 
the mercy of creditors. A sudden restoration after such an abstrac- 
tion would “blow up the bubble of speculation to burst once more 
with the same melancholy circumstances.” 
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‘This danger is intensified when the country’s stock is rapidly in- 
creasing, with the industrial growth being achieved through corpora- 
tions, the construction of turnpikes, railroads, canals, the building 
of factories, and the forming of joint stock schemes. All these stocks 
are exceedingly sensitive to the money market, rising today and 
falling tomorrow. These fluctuations in stock generate a destructive 
gambling spirit. But the fluctuations are the necessary and inevitable 
results of the surplus revenue. 

Of course, Dew was aware that the surplus might be eliminated 
by the reduction of the tariff, and he had in 1831 rather sharply de- 
nounced, on constitutional as well as economic grounds, any tariff 
beyond the need of revenue. But in 1836 he was a good Whig fighting 
Jackson. Nothing can be done about the tariff, he said, so long as the 
Compromise Tariff of 1833 “is considered sacred and inviolable.” So 
he proposed what Clay and Webster soon were pushing in their strug- 
gle to restore the bank—namely, the distribution of the surplus reve- 
nues among the states.*+ 

When Van Buren presented his sub-treasury scheme, Dew, as 
might have been expected, opposed it. This time, the organ he used 
was a powerful anti-Administration Washington newspaper, the 
Madisonian. His essay, written in 1840, was in the form of an anony- 
mous letter addressed to a Virginia “representative of Congress” who 
had supposedly asked his advice on the “great question of the day.” 
The representative, it developed, was his Virginian friend William C. 
Rives, who had broken with the Administration and joined the “‘con- 
servative Democrats” over sub-treasury, and found himself, through 
the activity of the Calhounites, retired from Congress for his op- 
position. 

Van Buren’s arguments, wrote Dew, are calculated to rivet error 
on the mind of the undiscriminating mass. The hard-money sub- 
treasury scheme will destroy all banks and bring the most violent 
“commercial convulsions.” The President and his supporters are 
guilty of the popular error of charging commercial and monetary 
revulsions on the banks. The course of trade, not banks, he repeated, 
is the cause. They are incidental to the fluctuation of prices in the 
commercial world, and “until these can be steadied, which is im- 
possible, they must occur.” 

Crises are intense in the United States because a single commodity, 
cotton, constitutes a large percentage of the total exports. Cotton 
production is localized in one large section of the country which 
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produces little else. Directly or indirectly, every trade and the 
whole credit structure of the South is intimately connected with 
cotton. Distress in the cotton industry threatens the entire com- 
munity. Now, the banks can have no appreciable effect on this, for 
the price of cotton is regulated by the foreign market. The only in- 
fluence that the banking system has on the price of cotton is the 
most salutary one of offering facilities to the great commission and 
exporting merchants. But if the farmers throughout the Union, like 
the Virginians, had only “cotton patches,” a collapse in cotton would 
not bring such widespread distress; but this, of course, is not anything 
the state can directly rectify. 

Another causal factor is the great and dangerous land speculation. 
The constant movement of our restless population from one region 
to another, carrying along with them a large portion of capital, has 
a tendency to disturb the regular operation of supply upon demand 
throughout the Union and to produce the most powerful fluctuations 
in price, particularly of land. 

But attempts by legislation to check speculation are doomed to 
failure. In the first place, it is often impossible for human wisdom 
to determine whether the cause is one of wild speculation or of use- 
ful adventure and enterprise. When cotton stood at eighteen cents, 
just before the panic of 1837, many of the best judges of the age 
held that such a price had become the natural price, and if so the 
country had not overtraded. Legislative interference, by attempt- 
ing to substitute human wisdom for the self-sustaining laws of trade, 
as with Jackson’s specie circular, will inevitably produce mischief. 
He did not doubt, however, that a well-managed banking system 
might become the best possible check on wild speculation because 
banks have more extended relations and a more intimate knowledge 
of the course of exchange. “Who does not see at once that such men 
as . . . Nicholas Biddle, at the head of great banking institutions, are 
more apt to foresee the coming crisis, and to prepare for it, than any 
given number of isolated individuals wielding in the aggregate the 
same amount of capital?” 

However, under the sub-treasury scheme the banks will cease to 
be profitable, or become dependent on the executive. At some critical 
period, “when the banks are prostrated, currency deranged—the 
credit destroyed—when the labourer is out of employment, and the 
widow and orphan have lost their all,” the executive will graciously 
step in with the sub-treasury as the instrument of relief. The sub- 
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sy will be easily converted into a great government bank, and 

“when this alliance shall be completed, we may bid adieu to our lib- 
erties. The future historians may then record that, as our Anglo- 
Saxon ancestors won their liberties by nobly refusing to surrender 
the purse to the king, so we had lost them by ignobly yielding it to 
our President.” °? 

Rives got Dew’s letter wide publicity by highly commending it. 
The author has proved, he wrote in an open letter, that the measure 
would ruin all classes except creditors and salaried officers. The 
author, he added, is “one of the ablest men and most distinguished 
writers on political economy in our country, (and a Virginian, too, 
I am proud to say,) who, though removed from all connection with 
party politics, has been so startled by the dangerous fallacies of the 

[President], on subjects to which he has devoted the chief 
studies of his life, that he has felt it a duty, from which no good citi- 
‘zen is exempt, to aid in exposing them.” *° 

What gave Dew lasting fame in the South, and for that matter in 
the nation, was not so much his views on tariffs and banking—they 
were subject to adjustment—but his elaborate defense of slavery 
as a “positive good,” not a necessary evil. It originally appeared in 
1832 in Walsh’s American Quarterly Review. Then Dew enlarged 
it for distribution as a pamphlet. It went through a number of edi- 
tions and was included along with the writings of other southerners 
in the famous Pro-Slavery Argument published in 1852. The occa- 
sion had been the debates in the Virginia legislature in 1831-1832, 
shortly after the Turner insurrection. Dew, according to the records, 
possessed only one slave, whom he acquired only a short time be- 
fore publishing his essay.** But he supported most vigorously what 
Jefferson’s favorite grandson, Thomas Jefferson Randolph, had called 
in the same convention the “hopeless, ultra-absolutism of the South.” 

Dew denounced all proposals for solving the problem, no matter 
how mild, as the “wild doctrines” of fanatical abolitionists who 
shout abstract truths without regard to adventitious circumstances. 
He found that the ideas came from the ignorant misguided western- 
ers who, being without slaves, would oppress the easterners by con- 
fiscating een’ property. It showed how hollow were the claims of 
the westerners in the constitutional convention of 1829-1830 that 
white manhood suffrage and representation according to whites 
would not lead to confiscation of eastern property. In fact, if a con- 
vention of the whole state of Virginia were called, and in due form 
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the rights of slave property were abolished by the votes of western 
Virginia alone, does anyone think that eastern Virginia would be 
bound to yield to the decree? “Certainly not.” 

Dew was both blunt and sophisticated in his defense of slavery. 
He requisitioned all his knowledge of history and of economic 
theory, especially Adam Smith and Malthus, for the cause. When 
the issue had to be squarely faced, Dew forcefully stated that not 
philanthropy but self-interest and property, and self-interest meant 
property to him, are the great determining forces of society. 

The exclusive owners of property ever have been, ever will, and 
perhaps ever ought to be the virtual rulers of mankind. Property de- 
termines the character of government and the relation between the 
classes. Slavery and property have a common origin. In man’s orig- 
inal state, the hunting stage, there was no property; consequently 
the savages had a high sense of independence and equality. But it was 
a licentious liberty compared to the modern liberty where order pre- 
vails and each acquires the fruits of his labor. As soon as property 
was established, so was slavery, for the victorious chiefs then had an 
interest in not killing their captives. Thus slavery was a civilizing 
process, taming wild man to industry. It has, of course, the sanction 
of the Bible. It is also based on the right of bargain and sale: the sale 
of liberty for continuous support. Slavery is the only method by 
which the contact between civilized man and the barbarian raises 
the latter, since it prevents his corruption and extermination. Slavery 
keeps the upper strata of society in the healthiest moral character, for 
it makes the slaveholder chivalrous, generous, and incorruptible, and 
makes the mistress of slaves the ornament and immaculate blessing of 
the domestic sanctuary. Citing Burke, he declared that the southern- 
ers have a high sense of liberty, for freedom there is a badge of rank. 

Its great virtue is that it maintains republican liberty. Where slave- 
holding prevails, slaves do the menial tasks, and, the cause of greatest 
distinction among freemen having been removed, the poorest white 
meets the richest man on terms of equality. Servants are friendly and 
cordial, but in the North masters do not meet their employees and 
servants on familiar terms. 

Colonization would be unwise as well as useless. The state would 
lose the great profits from the export of slaves. The taxation to pur- 
chase the slaves would be too costly; for, according to the principles 
of Malthus, almost complete exportation is essential to increase the 
proportion of whites. This heavy taxation would further paralyze 
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the spring of population and the prosperity of the state by forcing 
the wealthy slaveholders to migrate to the more fertile lands of the 
West in order to maintain their standard of living. Besides, the com- 
petition of the state would, by raising the natural price of slaves, in- 
crease their production. It is claimed that all these objections would 
be avoided by the state’s purchasing the slaves below’ the market 
price, but this would be monstrous because the great object of gov- 
ernment is to protect property. 

Slaves are essential to the southern economy. “In southern coun- 
tries idleness is very apt to predominate . . . over the desire to ac- 
cumulate, and slave labour, consequently, is most productive. Again 
staple growing states are ceteris paribus, more favourable to slave la- 
bour than manufacturing states. Slaves in such countries may be 
worked in gangs under the eye of a superintendent, and made to 
perform more liberally than freeman.” 

The great curse to Virginia has been the emigration to the West. 
This has prevented the accumulation of capital and the increase of 
whites. The remedy is simple—namely, state grants and individual 
subscriptions to proper internal improvement companies already 
projected, both of railroads and canals, which would build up east- 
ern cities. Cooper has most admirably pointed out, he declared, the 
great advantage of the large towns. The “absence of large towns has 
been one cause of the inferiority of Virginia to some of the Northern 
States, in energy and industry.” 

Once the great internal improvements now under way are com- 
pleted, agricultural profits would rapidly increase, and the demand 
for labor would check the western immigration. But if western Vir- 
ginia continues to demand the removal of the slaves, the first effect 
would be to stop the great improvement schemes to its own dis- 
advantage. ‘Where is the state to get the money to cut canals and 
railroads and send out thousands besides to Africa?” *° 

On the other hand, William M. Rives, also from eastern Virginia, 
had agreed in the debate that the declining fortunes of lower Vir- 
ginia could best be checked by a judicious system of internal im- 
provements that would draw the produce of middle and western 
Virginia to the eastern market towns. Yet the large slaveholders of 
the lower country, he exclaimed, continually oppose all such measures 
because they feel that the establishment of large commercial towns 
would destroy slavery; that the enterprise and intelligence generated 
by an extended and prosperous trade, and the prosperity and enter- 
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prise thereby diffused over the surrounding country, would intro- 
duce a spirit and intelligence fatal to the perpetuation of slavery.*® 

That same desire to perpetuate slavery accounts for the great 
slaveholders’ opposition to liberalizing the franchise and repre- 
sentation and to installing a proper public-school system for the lower 
and middle classes. 

But that Dew sincerely believed in cities as the source of true great- 
ness was evident when later he moaned that their absence accounted 
for the low state of learning in Virginia. Manufactures and the result- 
ing accumulation of wealth, he said, are essential for the support of 
a literary class. “Where better, for example, can the great political 
and economical subjects be more successfully studied?” This, of 
course, did not prevent Dew, even in the same address, from attack- 
ing northern capitalism in defense of slavery, especially in the trying 
days of the “despotic” rule of Jackson and Van Buren. 

He got especially gloomy in 1836-1837. At present the avail- 
able lands offer great rewards to labor and enterprise. Consequently, 
the laborer, knowing that he will soon be a capitalist, is a stanch 
defender of property. But with increasing population, “the great 
safety valve of the West will be closed,” and with millions crowded 
into cities and factories, the capitalist and the laborer will be sharply 
distinguished. Poverty-stricken, starving millions will form the nu- 
merical majority, as in the old countries; and when universal suffrage 
gives them the political power, “can you expect that they will regard 
as sacred the tenure by which you hold property?” When hunger 
stalks through the land, “no species of legerdemain can turn the eyes 
and thoughts of the sufferers.” He pointed to the turbulent Greek 
democracies and the Roman republic where the rich were forced to _ 
give great contributions for public relief and engage in public works. 

So history as well as reason reveal that the southern constitution 
of domestic slavery is the only institution that safeguards the spirit 
of equality among freemen without giving rise to “the dangerous 
vices of . . . legislative intermeddling between the labourer and the 
capitalist.” 

The occupations of men necessarily create distinctions in society. 
It is against the nature of man and the voice of reason for all em- 
ployments, even when equally well performed, to confer equal 
honor. Differences in occupation inevitably create aristocratic feel- 
ings; and the hirelings, the dependents, cannot and will not be treated 
equally by their employers. Thus in a state having universal suffrage 
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but without slavery, the choice is an aristocracy of wealth or agrarian- 
ism. But where slaveholding prevails the spirit of genuine republican- 
ism may exist without eventuating in corruption or agrarianism. 
Political powers are taken from those who might abuse it and are 
placed in the hands of the judicious. 

On the other hand, the relations between the capitalists and la- 
borers in the South produce more genuine attachment than else- 
where, except when disturbed by the “calumnious falsehoods and 
hypocritical promises” of the abolitionists. The slave does not know 
overwork, starvation, and unemployment even if it means that the 
master eats into his capital. It would be unprofitable for the English 
capitalists to buy the liberty of their workmen and support them, as 
do the southern slaveholders. Since the slave finds all blacks in the 
same condition, he does not covet the rich man’s fortune nor envy 
the happiness which liberty imparts to the patriot, but, freed from 
care and necessity, he identifies all his interests with those of his 
master. 

Thus the South has no Manchester or Smithfield riots. ‘““There- 
fore let us cherish this institution [of slavery] which has been built 
up by no sin of ours—let us cleave to it as the ark of our safety. Ex- 
pediency, morality and religion, alike demand its continuance. The 
day will come when the whole confederacy will regard it as the 
sheet anchor of our country’s liberty.” So he warned the North and 
Jackson of the danger of centralization and dismemberment and held 
out the threat of secession and war.*? 

As he undertook the office of president and welcomed the in- 
coming students of William and Mary in the fall of 1836, he warned 
them as “slaveholders and the sons of slaveholders” that “the crisis 
of revolution is at hand.” The opinions of the world were never more 
unsettled and clashing. “Monarchists and democrats, conservatives 
and radicals, Whigs and Tories, slaveholders and non-slaveholders 
are all now in the great field of contention.” Virginia’s domestic in- 
stitutions are being questioned by “the meddling spirit of the age.” 
Therefore the students must be thoroughly indoctrinated with the 
true principles, so that ‘Gf the demon of fanaticism shall at last array 
its thousands of deluded victims” to destroy our institutions, “we 
may rally under our principles undivided and undismayed, firm 
and resolute as the Spartan band at Thermopylae; and such a spirit, 
guided by that intelligence which should be possessed by slavehold- 
ers, will ever ensure the triumph of our cause.” ** 
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Of course, women were also in a dependent status because of their 
inferior physical strength and their child-bearing functions. Dew 
explained this in a series of anonymous papers on women in 1835. 
The “occupational” difference gives rise to qualities of mind that 
fit them for their subservient roles. So Dew was led into an examina- 
tion of the “laws of mind” for support. “The principle of associa- 
tion or suggestion as it is termed by more recent writers is the 
great and controlling . . . law of the mental frame,” he wrote. “This 
principle enables us to supply all our wants, to adapt means to ends, 
to call up the knowledge of the past, to look into the undeveloped 
events of the future.” But, given the “occupational” differences, 
women respond to certain laws of association more easily than men, 
and less easily to others. Thus they are better in the laws of asso- 
ciation by resemblance and contrast, and so they can be character- 
ized as possessing “common” or “sentimental” and “poetical” minds. 

But men more than women associate by the “law of contiguity” 
in time or place, which is the great principle of cause and effect. Thus 
men are prone to have more “philosophical” or “abstract” minds. 
Lacking this kind of mind, women can hardly aspire to be econ- 
omists, for example, for the “political economist delights to look 
to the nations of the earth, composed of vast multitudes of indi- 
viduals; to scan the great variety of occupations which the endless 
division of labour has generated, and to see how the almost countless 
millions of inhabitants, although each one is busily and selfishly 
engaged in the pursuit of his own little narrow schemes, are never- 
theless, when we embrace the grand whole, working in a perfect 
harmony and accord, as if the spirit of unbounded wisdom and uni- 
versal philanthropy guided every head and touched every heart.” °° 

By 1846 Dew was somewhat more optimistic about the country. 
The good Democrat Polk reigned, and Texas was annexed for 
slavery. He wrote in his comprehensive treatise on history that the 
greatest pressure on our institutions will occur when the haves and 
the have nots are sharply demarcated, when thousands shall be born 
who can only expect to live and die like their fathers, barely able to 
earn enough to support’ life and nothing for “accumulation.” When 
that class forms the numerical majority, as it did in France, the reign 
of terror threatens. But nothing is better calculated to prevent the 
evil than that much slandered institution of the South. Doubtless he 
little realized how prophetic he might be when he added, “If en- 
lightened philanthropy . . . should be called on, in full view of all 
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the evils and all the benefits resulting from the French Revolution, 
to render . . . a final judgment, we can scarcely for the moment 
doubt that it would be in favor of the revolution and all its attendant 
horrors, if these were the only condition on which the benefits could 
be obtained.” 4° 

Dew died in Paris while on his honeymoon at the relatively young 
age of forty-four. If Dew furnished the pro-slavery forces with one 
of the most completely filled armories from which to draw argu- 
ments, he also made it easier for abolitionists to prove that the South 
would not take any serious steps to eradicate slavery. In fact, the 
South had passed the stage where it apologized for the institution 
and was henceforth to be more aggressively on the offensive to spread 
the boundaries of slavery both in thought and in action. 


N. BEVERLEY TUCKER: THE THOMAS CARLYLE OF THE SOUTH 


Dew left behind him to continue his tradition George Tucker’s 
cousin, N. Beverley Tucker. He had a wide range of learning. The 
world’s best literature was open to him; he even translated Goethe. 
One of his accomplishments‘was the writing of social novels. Tucker 
was the son of the celebrated Jeffersonian judge, St. George Tucker, 
who also had been professor of law at William and Mary.*? One 
brother was Judge Henry St. George Tucker, who was professor 
of law at the University of Virginia. But the one of whom Beverley 
was proudest was his half-brother, that eccentric genius, John Ran- 
dolph. Randolph, who inherited great wealth, befriended him ma- 
terially and spiritually. 

After graduating from William and Mary in 1801, Tucker went 
into law, but he was not too successful. He fought in the War of 1812. 
In 1815 he settled in Missouri, where he became a judge. He con- 
stantly boasted of his successful efforts to arouse the local people 
from their apathy over whether Congress should disallow slavery in 
Missouri. He urged them to insist on the right of self-determination 
for the territory. The Missouri Compromise, he always insisted, was 
the root of all evils. 

He acquired extensive holdings of lands and slaves. He was thwarted 
in one effort to increase his investments. During Jackson’s Adminis- 
tration, “N. B. Tucker, Esq.,” in behalf of several citizens of Missouri, 
had applied for a grant of public lands in the state to make “an ex- 
periment of raising forest lumber in the prairies,” ostensibly to pre- 
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vent fires, But the Senate Committee on Public Lands recommended 
its denial. The objective of preventing fires, it stated, requires only 
that those prairies be covered by timber by the operations of na- 
ture. Secondly, the government plan of disposing of the lands in 
small quantities and thereby multiplying the freeholders interested 
in preventing the fires would better achieve the object than placing 
the land in the hands of one or a few owners.*? 

‘Tucker returned to Virginia in 1833 to be with the dying Randolph. 
He felt it incumbent on him to carry on Randolph’s work, which 
also meant carrying on his quarrels. So in 1834 he became professor 
of law at William and Mary, which, like the other professorships, 
paid $1000 a year. He was expected to lecture on “the History and 
Principles of the Constitution of Virginia, and the United States and 
the law as it exists in Virginia, and on Natural and National Law and 
Government.” The textbooks included Blackstone, The F ederalist, 
Kent’s Commentaries, and naturally Madison’s Virginia Nullification 
Resolutions of 1799. 

Jackson was, he was sure, a despot. If the South was to be saved, 
it would not be by Jackson’s heir, Van Buren, but by Calhoun. So 
Tucker, with one of Jackson’s former journalist supporters who had 
shifted to Calhoun, published in 1836 the first of his novels, The 
Partisan Leader; a Tale of the Future, to sow dissension in the Demo- 
cratic Party and plead for a southern confederacy. Apparently tak- 
ing a lesson from his cousin George Tucker, he had it published at a 
distance from home, in Washington, under a pseudonym, “Edward 
William Sydney.” Even the publisher used a pseudonym. The date of 
publication was given as 1856, a time when the South was supposed 
to have completely broken away from the Union. The novel tells 
how that revolution began in 18409. 

Van Buren had just finished a third term in the presidency. Of 
course, he was the leader of the “northern oppressors” and he had 
secured a third term by the lavish use of federal patronage in Vir- 
ginia. Using the same tactics, he was on his way to a fourth term and 
despotism. The forms of the Constitution had been observed, but 
substantial liberty had long been destroyed, and the southern states 
were more than ever the prey of the northern majority, controlled 
by the abolitionist and manufacturing interest. But the other south- 
ern slaveholding states had long recognized their danger and had 
ended their status as colonies of the North by seceding and forming 
a southern confederacy. They immediately made a reciprocal trade 
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pact with England which gave them unparalleled prosperity. At the 
same time, this pact in effect served notice on Van Buren and the 
northern sectional majority that if they attempted to coerce the 
southern states, England would be on the side of the southern con- 
federacy. The South quickly became the most flourishing country 
on earth; England’s factories were multiplied, her revenue increased 
by an increase of consumption and resources. The power of her 
envious rival, the North, was broken, and its artificial prosperity 
based on the plunder and oppression of the South was ended for- 
ever. 

Virginia, the natural leader of a southern confederacy, was, of 
course, being more oppressed than ever by the loss of her foreign 
markets. The economic pressure was beginning to make her people 
restive. But her natural leaders, her gentlemen, descended from the 
gallant cavaliers, did not appreciate that the true cause of Virginia’s 
economic depression was the despotic designs of Van Buren. ‘Things 
became promising when a young Virginia gentleman, an officer in 
the United States Army, began to have a glimmering of the truth. 
He resigned his commission and hastened over the border to North 
Carolina to get more light and plans from a great South Carolinian, 
“the Stranger,” and his colleague, an equally unselfish Virginian, 
“Mr. B.” 

As the Virginians awaited the arrival of “the Stranger,” they over- 
heard a conversation between three North Carolinians. The “dapper 
air and delicate hands” of one bespoke “one accustomed to bowing 
across a counter over lace patterns and painted muslins”; another was 
“a coarse, strong man, with a bacon-fed look, plainly, cheaply and 
untastefully dressed, in clothes which by their substantial goodness, 
indicated at once the wearer’s prudence, and the length of his purse. 
His voice was loud, strong, and self-important. His whole appear- 
ance showed him to be a substantial planter, ignorant of everything 
but corn and tobacco.” A third was a rough waggoner. 

The coarse planter did not like the idea of the Virginians’ revolt- 
ing. North Carolina and the other southern states outside Virginia 
had shaken off “that damned rascal Van Buren,” made a good gov- 
ernment and good treaties. Under the present state of affairs, North 
Carolina planters get thirty dollars for tobacco, but Virginians only 
get ten. So Virginia would gain if they join us, and we lose. That is 
not all, added the merchant. The Virginians, high-minded people, 
are welcome to come to North Carolina and buy goods cheaper than 
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they can at home. “Though you may be sure, neighbour, I don’t let 
them have them as cheap as I sell to you.” But as for letting the 
Norfolk merchants have the advantages of our treaty with England, 
this is another matter. As soon as the bar before the North Carolina 
port is deepened, our rising town, “Commerce,” would be far greater 
than Norfolk ever was; but if Virginia joins the confederacy, most 
of this trade would return to Norfolk, and they might even get 
their goods cheaper than here. The waggoner added that he would 
even be worse hit than they if Virginia joins, for the ‘damned rail- 
road” would break up his business. 

The planter told the waggoner that if the waggoner abstained from 
hauling Virginia tobacco to “Commerce,” North Carolina tobacco 
would sell much higher. “Well,” said the waggoner, “it is all one to 
me... . You may just pay me the same thing for not hauling that 
they pay me for hauling, or only half as much, and I will not haul 
another hogshead.” 

The young Virginian said to his friends that he was as much sur- 
prised at the facts stated by the three despicable individuals as by 
their “unblushing display of selfish meanness” in seeking to monopo- 
lize enviable advantages. He had thought heretofore that in the rela- 
tions between Virginia and North Carolina, Virginia had all the ad- 
vantages. This was true, was the reply; for in the way of commerce, 
nature has done nothing for North Carolina and everything for 
Virginia. 

The cause of North Carolina’s prosperity, as of the entire southern 
confederacy, is free trade, and this has been obtained by “offering 
to other nations terms most favourable to their peculiar and distinc- 
tive interests, in consideration of receiving the like advantage. .. . 
A trade perfectly free, totally discharged from all duties, would cer- 
tainly be best for all.” But since the impost is the best source of rev- 
enue, the tariff is not to be completely eliminated but reduced to a 
tariff for revenue. 

Any doubt that Virginia would be welcomed by the southern con- 
federacy was eliminated by the fact that high-minded gentlemen 
throughout the South would give themselves and their money to help 
Virginia; the three North Carolinian mercenary wretches overheard 
were not typical of southerners in their occupations. The merchant 
was a “Yankee tin-pedlar, turned merchant,” and the other two were 
the “worst specimens of their respective species.” 

The young Virginian was finally convinced, and plans were made 
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for an uprising. The revolutionists were vindicated in their belief that 
they could rely on their slaves as military bodyguards and the like. 
The characteristic of slaves was “proud humility,” not the “servile 
sulkiness” of northern servants. The “calculating selfishness” of the 
abolition-minded Yankees cannot understand the “disinterested de- 
votion of the slaves.” This attitude of the Negroes could be explained 
only on the ground that there “must be something by nature, in the 
moral constitution of the Negro, intrinsically different from the 
white man.” True, it involves rejecting the Bible, which states that 
“all are of one race.” But if “I am put to choose between rejecting 
the evidence of my own senses or the evidence of God’s word, or the 
philosophy which teaches that man is to be considered as a unit, be- 
cause all are of one race, philosophy must go by the board.” 

After Virginia joined the confederacy the town of Commerce of 
course went down with the necessity which gave rise to it. It would 
have doubtless become of “some consequence, had not the union of 
Virginia to the southern confederacy laid the foundation for a de- 
gree of prosperity in Norfolk, which bids fair to make it the first 
city on the continent.” 

At the time the novel was published there was little justifica- 
tion for its stressing the tariff and slavery. The Compromise Tariff 
of 1833 was in operation, and it was accepted by the Calhoun forces 
as “a revenue” tariff; and as for slavery, the Missouri Compromise was 
supposed to put an end to any serious political discussion of the mat- 
ter. 

But Tucker, like other ardent followers of Calhoun, could not for- 
get that Van Buren had helped to estrange Calhoun from Jackson 
to make himself the heir of Jackson. As the hero explains the Presi- 
dent’s “outrage” against “one respected and beloved” —“the Stranger” 
from South Carolina—‘“left nothing for reason to do” than fly to 
arms for the freedom of Virginia. 

Calhoun shortly afterward supported “Martin I,” but Tucker 
stayed in the camp of the Whigs. Tucker had a good reason for op- 
position to Van Buren—namely, that Van Buren appeared to be 
lukewarm to the annexation of Texas, which had declared its inde- 
pendence of Mexico in 1836 and established slavery. Mexico refused 
to recognize the independence, but Tucker did, and he acquired 
Jarge holdings in that state to which he sent many of his Missouri 
slaves. Naturally, and he was quite frank about it, annexation to the 
United States would strongly fortify his land titles and establish the 
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“credit” of Texas. He preferred Clay to Harrison for the Whig nomi- 
nation in 1840 because the Kentuckian had led the fight against the 
prohibition of slavery in Missouri and commended Tucker’s local 
efforts. 

When Tucker had to get down to serious business, he attacked the 
hard-money radicals, as he called supporters of sub-treasury. This 
he did most effectively in 1841 in a lecture on The Nature and Func- 
tion of the Commercial Profession before the Richmond Mercantile 
Library Association. He called on all merchant clerks to follow the 
great wisdom of the Yankee merchants, especially of Massachusetts. 
He deprecated the “attacks” on the merchants, for commerce is the 
principal agent of national wealth and greatness and the force that 
brought civilization to benighted countries. The merchant must 
guide and regulate credit and exchange, nurse public prosperity, and 
advise treasury officials and statesmen. So in England, when the 
authorities are faced with a great problem in commerce and finance, 
they go to the Royal Exchange and listen dutifully to the great mer- 
chants as the “teachers of inspired wisdom.” Every part of the world 
must rejoice that Old and New England have had the wisdom to 
base their commercial establishments on the great commercial truth 
that credit, by commanding and concentrating all the available cap- 
ital and anticipating even that not yet existing, can achieve tasks 
impossible for capital alone. 

But the “Jack Cades of modern radicalism” rage at the credit system 
and eagerly insist that “you shall not be allowed to transact your af- 
fairs without using costly counters of gold and silver though the 
cheaper material of paper, founded on credit and confidence, may 
meet your purposes better.” 

No sooner was Tyler President than Tucker offered him a proper 
national bank scheme which to a certain extent was embodied in 
Tyler’s Exchequer Bank proposal. He proposed that the state banks 
remain dominant under the control of a central bank or board 
founded on the authority, contract, means and credit of the states, 
directed by and responsible to them. 

In a series of open letters to President Tyler in the Richmond En- 
quirer in 1841, signed “A State Rights Man,” Tucker declared that 
sub-treasury might have been satisfactory if the selection of deposit 
banks had been left to the states and the privilege denied to the bank 
of any state whose banking capital bore more than a certain proportion 
to her population. Then if the banks were associated there would be 
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nothing to hinder requiring that they take each other’s paper at par 
and enacting other regulations that would enable government 
to effect distant exchanges without loss. But the only condition im- 
posed had been the hard-money humbug. 

His final remedy would be a bank organized by the states. Its funds 
would be supplied by foreign loans, and these would be secured by 
the public lands that would be coming to the states. Since the bank 
could lend money at a higher rate than the state could borrow abroad, 
the debt would be paid off in a short time. Of course, the states which 
have repudiated their debts must quickly realize the heinousness of 
their offense if the scheme is to materialize.** 

He also informed Tyler that the government’s financial problems 
might be solved by “‘a judicious increase” in the national debt, and not 
by crushing taxation to pay off temporary loans and expenses. Of 
course, in Tucker’s philosophy, opposition to a national debt came 
from the ignorant democracy. “The supposed analogy between the 
effects of public and private debt renders the idea of the former so 
odious to the multitude as to make it dangerous for any man to hazard 
his popularity by saying a word in its favour.” 

England is vastly richer because of the debt incurred for worth- 
while improvements.** Among such “improvements” for which a 
debt ought to be incurred by the United States, Tucker had in mind 
the assumption of the Texas debt, which was a stumbling block to 
its annexation. In fact, the assumption would not really cost the 
United States anything; the tariff duties on goods entering through 
Texas ports would pay it. To expedite matters, he thought he should 
be made an official or unofficial representative of the American gov- 
ernment to Texas. He would not deny, he said, that he was “influ- 
enced by his own large interests” in Texas. But, “while this enhances 
my desire for justice to that country,” it would decide him to leave 
the mission to other hands if he did not feel that he was the most 
competent person for the task.*® 


The mixture of pecuniary and aristocratic ideals can best be seen 
in his last novel, “Gertrude,” which appeared in serial form in the 
leading journal of respectable southern opinion, the Southern Lit- 
erary Messenger, in 1844-1845. Good—that is, aristocratic—families 
might lose their wealth if they did not appreciate that only by follow- 
ing sound economic principles could they avoid the disaster of the 
inevitable commercial crisis. 


916 THE ECONOMIC MIND IN AMERICAN CIVILIZATION 


The novel’s simple Dr. Austin, who was of course of good family, 
had been drawing a good income from a plantation aside from divi- 
dends on bank stock and from his practice. He decided to retire and 
buy an additional piece of property fora substantial home. He could 
have paid for it by selling his bank stock, but people at the time felt 
that investment in bank stock was the surest guarantee of a certain 
income to their families. Besides, dividends were large in proportion 
to the selling price, for the idea then prevailed that those who wished 
to share in the profits of banking, instead of buying stock at an ad- 
vance, had only to get a new charter and set up for themselves. It 
made no sense to sell at par stock which yielded 10 per cent, while 
loans could be secured at 6 per cent. So he gave a mortgage to Mr. Mc- 
Screw. He expected to repay the loan primarily through the col- 
lection of old debts. But he had married a widow accustomed to ex- 
travagant living and not to appreciating that one’s expenditures 
should be according to income. So the funds collected from clients 
and other sources went for extravagant improvements. But the time 
was “the commencement of that series of political commotion and 
social revolution which first tempted many poor men to imagine 
themselves rich, then caused others who had been rich to discover 
that they were poor, and finally made it impossible for many to know 
whether they properly belonged to the one class or the other.” 

The good doctor pitied the sufferers, but as he was no politician 
or political economist, “he did not see that they were of any im- 
portance to him unless indeed they had something to do with cur- 
tailed dividends and low prices of produce.” He was soon affected 
by both, and he thought of selling his stock to clear his debt; but the 
stock was now selling much below par, and his friend the president 
of the bank told him the bank was sound, and it would be folly to 
sell. 

But in this period of universal embarrassment, the stock became 
valueless. Thereupon Mr. McScrew demanded payment of the mort- 
gage. He “‘was one of those sagacious men of cool heads and cool 
hearts, who having long observed the fluctuations of the money 
market, have become quite familiar with those signs of the times 
which distinguish the time for selling from the time for buying. Men 
expert in this knowledge may be always seen to buy when everyone 
else is selling, and to sell when everyone else is buying. They rarely 
buy except to sell, and they often sell with a purpose of eventually 
repurchasing the same identical property.” So McScrew preferred 
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always to sell partly for cash and partly on mortgage. He knew that 
a depression must always occur, and the debtor would then be at his 
mercy. However prosperous the purchaser might be, “no one could 
foresee who might sink and who might swim, in the universal wreck 
that attends what at this day is unfortunately too well known by 
the name of a pressure. These things, though not quite so regular in 
their visits as the ague and fever, yet have their periods, which men 
skilled in financial nosology know how to calculate with reasonable 
certainty. That sooner or later they will come is a matter of which 
the knowing ones have no doubt.” When they occur, property on 
which only half the price was paid “may come under the hammer, 
and may be bought in for the other half.” 

McScrew always knew Dr. Austin’s affairs better than the doctor 
himself. Seeing that the funds for paying the mortgage had been 
wasted on gaudy improvements and that the bank stock had not been 
sold at the proper time, he pounced on the doctor.*® The good doctor 
was, of course, saved by a southern gentleman, a man of “respectable 
talents and unquestionable honour, handsome, of a high aristocratic 
family, agreeable of manners, and of great wealth.” In his feelings 
there was consequently nothing mercenary. 

All the while, in classroom, letter, and published article and book, 
Tucker kept up a running defense of the expansion of slavery. He 
was sure, of course, the opposition came from the democracy and its 
demagogues. 

The early difficulty of reconciling the “biblical and philosophical” 
view of the unity of the human species with the “facts” of slave so- 
ciety Tucker now met with what had become the accepted southern 
anthropological view—that there is a diversity of species. 

But each race is useful to the others, for the general improvement 
of all. So the white man, realizing that the black might be useful to 
him, engaged in intercourse with him with the resulting enslavement 
of the black for immediate profit. The motive was mean and sordid, 
but the result was the improvement of the inferior race. Even the 
spread of Christianity owes more to slavery than to the Apostles. 

Slavery always exists regardless of the name, for it originates in 
nature’s decree that labor is the price of subsistence and the correla- 
tive that subsistence is the wages of labor. Cost of production is the 
brazen collar that makes the laborer “the born thrall of necessity.” 
His wages are never greater than “the wants of his own nature but 
for a purpose to which the laws of that nature makes it sure that he 
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will apply them, the reproduction of just so many others . . . as the 
exigencies of society may require to follow in the same dull round 
of labour.” He pointed to England, the most prosperous country, 
where the masses were worse off than the slaves. To curb discontent, 
the government must install a more rigid police. But effective polic- 
ing means confiscating taxes and regulations which destroy all free- 
dom without ending turbulence. 

The problem could easily be solved if England used black slaves 
as laborers. The large military force could be replaced by a small 
private force under the control of the employer. Half a dozen free 
laborers could check the operatives of a large establishment, and no 
assemblage of multitudes from different establishments could occur. 
At the same time, differences in color would also prevent a combina- 
tion between the laborers and the class just above them. 

Only in a slave society can universal suffrage be successful. It al- 
lows only a few of those who do not respect property to vote, and 
the poorest white shows his gratitude to the wealthy by electing 
them to office. At the same time, the institution provides the leisure 
for developing the moral virtues and capacities for self-government. 
Thus the scheme “of order and freedom” of the “most profound 
philosopher Burke” would be achieved. A slave society is in substance 
a limited monarchy where the great barons, as patrons of the people, 
heal its wounds and thus prevent the tendency of government to 
change.*” 

Tucker saw a new day dawning in 1850 as Calhoun threatened 
secession if slavery were barred from the territories acquired from 
Mexico. Calhoun died before Congress took action, but Tucker saw 
even better prospects in the Nashville convention of delegates from 
nine southern states called to support Calhoun’s views. Tucker came 
as a delegate from Virginia and fully lived up to his reputation as 
“Old Man Eloquent.” As in The Partisan Leader, but now under his 
own nae, he bluntly stated that the “blind and violent majority of 
the North” must be answered by secession and the forming of a 
southern confederacy. Because of the need for cotton, the North 
would not dare to prevent the South from seceding, nor would 
European powers interfere. 

The statesmen of England and other manufacturing countries 
know that if their Jooms are idle for a month, Fourierism and com- 
munism will destroy their whole social fabric. That is why they 
maintain the long unnatural peace, a peace of suppressed hostility. 
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Their redundant population calls for the letting of blood, but in the 
cant of the day, pacifism is “the spirit of the age” because of the im- 
mense fixed investment in manufacturing and the great populations 
dependent on them for bread. Thus the whole civilized world will 
prevent the North from lifting a finger against the South. 

But whereas in The Partisan Leader he pleaded with Virginia to 
join the confederacy, now he called on Pennsylvania to join. Penn- 
sylvania is often on the verge of bankruptcy because, while the tariff 
protects her against the competition of Europe, it does not protect 
her against the superior skill and capital of New England. Take away 
Pennsylvania’s southern market and she will be sunk. Even now Mas- 
sachusetts begrudges her the protection which alone enables her to 
hold up her head. But if she should join the southern confederacy, 
she would be its workshop, and a confederate 20 per cent revenue 
tariff would be worth more than the existing 4o per cent tariff.** 

Leaders who opposed his extreme measures were either dema- 
gogues or, what was the same thing, had been bought out by the 
Yankees. He had expected much from Georgia, but in control at the 
time were such opponents of the Mexican War and secession as 
Alexander Stephens, who later was vice-president of the Confeder- 
acy. So Tucker bemoaned, in correspondence with that fellow spirit, 
William Gilmore Simms, that Georgia was being filled with “Yankee 
traders,” had been bought, and “her price is in the pockets of those 
she trusted.” Georgia is a democracy, he wrote, and “what are our 
democracies but mobs?” Virginia is just as bad. “She is sunk in the 
slough of democracy, which has no sense of honour, no foresight, 
and is never valiant but against its own instruments.” He recalled 
that he had vowed in 1820 that he would never rest until the Union 
was shattered. “Time was when I might have been less desperate, be- 
cause I could have sought refuge under some emperor or king. But 
all such refuges are broken up, and there is no escape from the many- 
headed despotism of numbers, but by a strong and bold stand on 
the banks of the Potomac. .. . If we will not have slaves, we must 
be slaves.” South Carolina is the great hope, for she is the only state 
“in which the statesman had not been degraded from his post.” But 
South Carolina’s gentlemen must act quickly or everything will be 
lost. 

He got more fantastic as he called for a permanent convention of 
the southern states with unlimited powers, including that of appoint- 
ing a dictator. “Such things call out men worthy to rule and show the 
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people their value so that the evil day of democracy may be indefi- 
nitely postponed.” ss? 

He wrote to Thomas Carlyle for support. Along with most of the 
southern thinkers of that day, Tucker had enthusiastically praised 
that Tory critic of the “dismal science” for his denunciations of the 
“anarchy” of “free society” and had used his works in defense of 
slavery. Carlyle answered that, while abolition was about the worst 
solution of the slave problem, the southern system of slavery for 
life was not a completely just one. There should be a definite way 
by which a slave could earn his freedom. To this end, the great critic 
of the “base materialism” of Jaissez faire in economics declared, the 
southern states ought to have a law by which a Negro on producing 
“4 certain sum of money possible from the thrift and foresight of a 
superior Negro, can demand his freedom.” °° 

Tucker’s despair doubtless would have been greater had he lived 
to read Carlyle’s reply. He died in 1851 with the South applauding 
him as the grand old man of Virginia. The philosophy of Jeffersonian 
democracy had turned into Tory feudalism with a vengeance. 


THE HISTORICAL APPROACH OF GEORGE FREDERICK HOLMES 


N. Beverley Tucker’s mantle as the leading southern social philoso- 
pher passed to George Frederick Holmes (1820-1897).°! Holmes’s 
cast of mind was like Colwell’s. He had Colwell’s ability to shout 
about the evils of capitalism and the need for reform, and then find the 
solution in something not unlike authoritarianism. 

Holmes was born in British Guiana, then a slave colony. His fa- 
ther was a judge advocate and the author of books on foreign ex- 
change. As an infant he was taken to England. In 1837 he won a 
scholarship to the University of Durham, but in less than a year he 
was forced to leave for Quebec, practically penniless, because of a 
“family quarrel arising from a trivial incident.” From Quebec he 
drifted to Philadelphia, Virginia, Georgia, and South Carolina, doing 
odd teaching. He studied law but found he had little taste for it. He 
turned to writing for leading southern journals, won the friendship 
and admiration of such respectable figures as Calhoun, Hammond, 
and Lieber, and married a daughter of powerful Governor John 
Floyd of Virginia. Despite these contacts, he had a hard time for 
twenty years and made his living in good part from journalism. 

Holmes wanted a college post. The subject made little difference, 
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for his talents covered every subject, at least so he and his admirers 
thought. Politicians unsuccessfully sought for him the professorship 
of classics at various southern universities. In 1846 he did obtain the 
classics chair at insignificant Richmond College, then just being 
started. But before the year was out he was preparing to go to Wis- 
consin to practice law. Backed by former President Tyler, how- 
ever, he obtained the chair of political economy and history at 
William and Mary, which paid $1000. But after less than a year’s 
service he resigned, following a quarrel with the Board of Visitors 
over a professorial duel. His prospects brightened when he was made 
the first chancellor or president of the University of Mississippi in 
1848. A few months of student disturbances and other afflictions soon 
brought this job to an end. He spent most of the next decade on a 
farm in Virginia. He hated this “servile labour” for money, but it 
was necessary for subsistence, he said, and for the leisure for science. 
This leisure consisted primarily in writing for journals and newspa- 
pers. Holmes read widely if not carefully, not even disdaining to 
peruse the works of the “small communists and socialists” of France 
“or even of their still more feeble emulators in this country.” *? 

Calhoun, Lieber, and Beverley Tucker in the United States, and 
Carlyle and Comte abroad, were most influential in his thinking. 
Comte, he said, had added to science the field of sociology “which 
I had hoped to make my own prize.” Calhoun, living or dead, com- 
manded his highest admiration. While Lieber was in South Carolina, 
Holmes praised him as one of the greatest political philosophers of all 
times, and of course Lieber returned the compliment. Colwell he 
never mentioned, but then Colwell was a northerner and an avowed 
protectionist. Yet his technique was more that of Colwell than any 
other man, and Holmes even had a few surreptitious good words to 
say for protectionism. 

As Holmes looked over the world and Europe in particular, he 
saw many evils—social, political, and scientific. These have resulted 
from disregarding the precepts of accurate reasoning. The science 
of logic and its affiliated branches of ethical philosophy have been 
progressively deteriorating for the last four hundred years, he said— 
that is, practically ever since the discovery of America and the pour- 
ing into Europe of vast amounts of specie. This vast treasure un- 
leashed the spirit of material gain, made man materialistic-minded 
and interested solely in increasing production and acquiring money. 
This very application of mathematical studies serves to conceal the 
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source of the difficulty. With the increase of wealth has come a 
concomitant increase of misery among the masses; social distress with 
commercial prosperity; the increase of commodities with a dimin- 
ished capacity of the masses to purchase. The march of invention in 
the nineteenth century has made capital supreme through the intro- 
duction of machinery. The growing free production led to increasing 
population. Labor became separated from and a slave to capital, and 
with capital embodied in machinery, large-scale establishments, and 
financial speculation, the result was a routine of excess production and 
chicanery that increased profits to the capitalist, destroyed the mid- 
dle class, and diminished mass consumption. The multitude cannot 
survive under the complicated financial machinery which grinds them 
at every turn. The system leaves the masses, who “have no pecuniary 
interests, as they neither have nor can have any capital, to the sole 
protection of laws operating against them.” 

The true source of the evil is that indisputable authority was swept 
away by the universal passion for gain. The doctrine of individualism 
and equality became dominant. All the authoritative checks devel- 
oped in the course of the institutional growth of the feudal era were 
lopped away by the so-called progress of freedom, the so-called 
march of intellect; all the obligations and interests contingent on 
ownership were dissolved. All distinctions other than that of rich 
and poor were abolished, and a libertine freedom given to all. Thus 
a revolutionary temper has infected society, religion, literature, and 
science. The ignorant, undisciplined, turbulent multitude does not 
recognize the necessity of submitting to the restraint of settled order. 
So by means of citations from Carlyle, he managed to convey the 
idea that force may be necessary to achieve the regeneration if the 
gentler means of religion do not prove effective. 

The discrepancy between prevailing institutions and men’s needs is 
first of all to be overcome by an earnest Christian faith and the per- 
formance of Christian obligations, not on the expedient ground of 
profit, but as the fulfillment of God’s commands. Foremost among 
the duties is the obligation to labor. It is erroneously contended that 
labor can be made pleasurable, but labor is a curse imposed by God, 
not by man. 

Legislation to check greed and speculative activity directly would 
merely tax the industrious for the benefit of the lazy. Such reforms 
as public charity, reduction of hours, exclusion of child labor, gov- 
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ernment employment, and old-age pensions cannot be effective be- 
cause, as blows at property, they would shake the entire social fabric. 

Holmes expressed formal approval of peasant proprietorship and 
sale of public lands in limited amounts to bona fide settlers. But the 
limit should be sufficient to attract and utilize capital. Dividing large 
estates would result in a bad division of labor and a lack of capital 
because it would substitute a mass of miscellaneous owners for en- 
lightened landowners with large capital. 

The “villainous” trade unions with their strikes came in for in- 
dictment. Paupers, beggars, and systematic idlers, thanks to the 
philanthropy of legislatures and charitable societies, are treated far 
better than the industrious workingmen who must bear the burden 
of their support through taxation. If practicable legislation to force 
them to engage in profitable employment cannot be passed, let their 
situation be left as God leaves it, “work or die.” It is not a hard 
choice, even though the difficulty of obtaining work may render it 
precarious. Consequently the safety of the people of Europe lies in 
a speedy return to the obliterated sense of duty. Men’s condition is 
not to be raised by interfering with property and contract, but by 
completely changing the tone of the community and the spirit instead 
of the letter of the law. 

Nothing but discord and confusion is likely to result from a “pre- 
ordained system of government interference.” Laissez faire hurries 
along its tendencies of monopoly and agrarianism, but the restraints 
are to be imposed by the silent and safe operation of circumstances. 

On the other hand, one of the best established principles of po- 
litical “economy, free trade in foreign trade, may be incapable of 
“salutary application in a complicated society where the disturbance 
of vested interests may be a more serious calamity than could be 
repaired by the benefits to be derived from a new system” and pro- 
duce such a stagnation or derangement of productive industry as to 
be irremediable. The basic condition for gradual reform is a rise in 
profits. From this standpoint, the recent great California gold discov- 
eries are a blessing, not a curse, to Europe, provided there is an 
authoritative political structure. The phenomena resulting from 
monetary changes are relatively insignificant if man’s sentiments are 
purified and made the basis for right action. But the vast and rapid 
increase of the precious metals will be of great extrinsic aid, not only 
in providing the advantages of an increasing medium, but also in in- 
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ducing immigration to the United States and thereby lessening the 
competition of labor in overcrowded Europe and reducing the in- 
fluence and importance of wealth. 

The laissez-faire political economy is valid within its sphere. It 
is true for the increase of wealth, but not as a principle of government 
and social relations, for, as “political individualism” or “the sover- 
eignty of the individual,” it lets in all anarchical and agrarian doc- 
trines. Thus Spencer is a vitiated Proudhonist, placing reliance on 
free competition in all phases of life instead of merely in the acquisi- 
tion of wealth. Social Statics should be popular with demagogues and 
red republicans, for it recognizes an “unrestrained democracy as the 
only form of government.” The basis of Adam Smith’s economics is 
Locke’s individualistic social-contract theory which Lieber has de- 
molished; but, while it is not the necessary philosophy, it is the 
ordinary and appropriate theory of modern social action. The whole 
science is not to be condemned, only its aberrations and misappli- 
cations in the case of slavery. 

The conclusions of political economy always should be consid- 
ered as tentative and hypothetical, as part of a larger whole of author- 
ity, as Comte taught. 

On the other hand, Holmes, like Colwell, declared that the social- 
ists were the first to recognize that society had outgrown the ac- 
cepted formulae, but they are abstractionists not interested in the 
slow, laborious research necessary to elucidate the true law of de- 
velopment. Unaware that society is a delicate and complicated mech- 
anism, they do not patiently study the almost insuperable difficulties 
of change. Failing to recognize that evils are due to imperfect human 
nature, they fail to insist that we submit ourselves “to the control of 
those institutions which have been gradually framed by the spon- 
taneous action of successive generations of society.” Instead, they 
“attack what is oldest and most cherished in human institutions.” 

Like Colwell, Holmes could say that the works to read seriously 
and follow on our prevailing “anarchy” were those of Tories who 
have been “the most strenuous supporters of past social arrangements 
and still represent the sober, conservative sense of their respective 
communities.” 

But Europe—that is, Teutonic Europe—seems to be doomed. Her 
ruling classes and institutions have proved effete and unable to adjust 
to the circumstances of the day. This is shown by their inability to 
repress the never-ceasing clamor of the masses. Conquering Russia 
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evidences a new race, with untrained vigor ready to take the torch 
from the effete branch of the Teutonic race. Only America can suc- 
cessfully compete with her, Holmes argued, for we have as yet no 
fear of overpopulation; and our adventurous, ingenious, enterprising 
spirit offers the prospect of a long career and an extended dominion. 
Thus as Russia and Pan-Slavism seize the strength and resources of 
Europe, the United States will continue to cover the western con- 
tinent and increase in wealth until the two conflicting systems enter 
into a final conflict. But at present Mexico has to be absorbed and 
shown decency and respectability by the United States. Cuba is to be 
acquired, not perhaps by purchase or filibustering expeditions, but 
by an indignant internal uprising, then the maintenance of her in- 
dependence by us, and finally annexation at her request. Then the 
West Indies and Central America may come in. Energetic man must 
appropriate the blessings, and the United States by gradual addi- 
tion of territory and gains from commerce will eventually snatch 
supremacy on land and sea from England. 

Providence appears to direct by natural law that the South Ameri- 
can commerce should be with the United States. Freedom of com- 
merce should be the first maxim of the South American countries. 
Modification of the great principle of free trade may be necessary in 
mature nations which desire to diversify their industry, disguise tax- 
ation, and understand the negotiation of commercial treaties. But for 
infant nations, especially purely agricultural ones, the profitable pol- 
icy is free trade and direct taxation. The South would monopolize 
the traffic; manufactures would arise in the South to take advantage 
of the markets and raw materials. 

The second great duty of South America is to encourage immigra- 
tion by land donations. This would bring the planters, the genuine 
noblemen of the world, for their pursuit is the foundation of all. 
They would force habits of industry on the benighted people. Some 
critics of the extension of slavery to the recently acquired territory 
argue that Brazil will provide the “safety valve” of the Union by 
the removal of slaves to Brazil as their value falls. But when this 
necessity occurs, the South will smash the cordon, for slaves work 
more and cost less than free labor and never strike for wages. Since 
the South needs an increasing number of slaves for production, it 
might even reopen the slave trade. The North should not object be- 
cause immigration provides its labor supply. 

Holmes joined the leading southern thinkers in maintaining that 
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slavery was a positive good. It is bad logic, said Holmes, to argue 
that slavery is a necessary evil, for it has been one of the principal 
arrangements of humanity ever since society took on a stable char- 
acter. The very universality of the habit of slavery proves that it is 
natural. Emancipation separates labor from capital, and the resulting 
competition of redundant population creates class antithesis by giv- 
ing capital all the surplus and labor starvation and misery. Its tem- 
porary disappearance at any time is due to selfish pecuniary interest. 
Hired labor becomes more profitable than compulsory labor, and 
slavery changes into proletarianism with labor an object of pur- 
chase and sale. 

Thus European economists and the abolitionists erroneously de- 
nounce slavery as degrading labor and destroying incentive. Slavery 
is the effect, not the cause, of the contempt for labor. The ancients 
openly and honestly avowed their repugnance for labor, but the 
moderns praise labor while secretly they have the same views. The 
ancients held direction and superintendence above manipulation and 
manual labor; so the moderns also give a preference to the capitalist 
directors of large-scale production over laborers who merely exe- 
cute their designs. Small gains are viewed as sordid gains. The opera- 
tions of the Rothschilds and Barings are held in higher admiration 
than the toil of a carpenter or blacksmith. Why are the professions, 
government office, trade, manufactures, speculation, and the “liberal 
and intellectual occupations” pursued by young and old rather than 
the cultivation of the soil and handicrafts? 

Called upon by the Southern Literary Messenger to write a re- 
view of Harriet Beecher Stowe’s anti-slavery Uncle Tom’s Cabin, 
“as hot as hell fire, blasting and searing the reputation of the vile 
wretch in petticoats,” Holmes rose to the occasion.** 

The accuracy of Mrs. Stowe’s facts will not free her from libel, 
for the book causes dissension, sedition, and murder, and stifles the 
amelioration of the Negro. “Every holy purpose of our nature is 
misguided, every charitable sympathy betrayed, every lofty senti- 
ment polluted, every moral purpose wrenched to wrong, and every 
patriotic feeling outraged, by its criminal prostitution of the high 
functions of the imagination to the pernicious intrigue of sectional 
animosity and the petty calumnies of willful slander.” 

The conclusions she draws from her facts, granting they are 
true, still would be false, for the evils of slavery are due to the cor- 
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ruption of human nature and are incident to all institutions. The de- 
sire for wealth has been accompanied by the awful sights in Boston 
and Lowell, and rascality has been engendered by greed; but should 
money and the desire for wealth be abolished? Political economy’s 
solution of the labor question, the wage system, is simply “the canoni- 
zation of the existing order of human development” which degrades 
human capacity by applying a high order of ability where an inferior 
one like slaves might be used. 

Slavery, by eliminating the separation of labor and capital and 
giving capital ownership of labor, is the solution for the irresponsi- 
ble peonage imposed by capital in free society. The laborers would 
be well supported, the slave owners would be rapidly enriched, and 
population could be systematically restricted to the comfort of all, 
instead of its excesses causing convulsions under the impact of the 
redundant productions of machinery. 

Slavery is not merely to be restricted to naturally inferior peoples 
such as the blacks; it might also be imposed on people of equal ulti- 
mate capacity with their masters for the good of civilization and 
both classes. Servitude may be the only means of disciplining, educat- 
ing, and profitably employing masses retarded by the condition of 
their previous life and also to restrain those who, having run their 
course of civilization, are effete. 

What is needed are leaders like Calhoun. His political deductions 
have the prophetic character of exact science, but they are so rapid 
and spontaneous and so far in advance of positions for which the 
people were ready that he was unfairly accused of vacillation and 
inconsistency. 

In defending Calhoun under the guise of Pericles, Holmes sketched 
the need for a strong man to repress the democratic tendencies. 
Pericles’ critics were levelers, self-seeking, groveling men who orig- 
inated such degrading maxims as “to the victor belongs the spoils,” 
“the rich are the robbers of the poor,” and “all property belongs 
to those who need it.” Under the pretext of extending the area of 
freedom, they advocated the most unjust and chimerical meas- 
ures. 

Pericles was no demagogue, but an orator, in fact the greatest one, 
and this is a different thing. True oratory exists only at that stage 
of democratic development where the power of the people, driven 
by avarice, is theoretically if not practically supreme. It is neces- 
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sary as the sole check on the passions of the dissolute multitude in 
this period of mob rule. 

The rise of demagogues and the debasement of the people was not 
due to Pericles, but was the inevitable outcome of democracies. 
Pericles’ measures in part restrained the tendency to demagoguery 
because, like a good statesman, he sought no ideal government, but 
attempted to adjust the government to the spirit of the people. The 
ruinous policies of his regime were either predecessors’ measures 
which he could not safely dodge, or they were the legitimate de- 
velopment of democratic institutions and imperatively demanded 
by the times. He knew that the Peloponnesian War was inevitable 
because of the bitter animosities of the two races with their antag- 
onistic institutions. So he used secret-service money to hold off a 
war until Athens was ready. 

At the death of the modern Pericles, Holmes, like N. Beverley 
Tucker, bewailed that escape from demagogues “cannot be expected 
from the ascendancy of the good- naeared timidity and well-meaning 
feebleness of the wealthy but sluggish aristocrats. Who will dare 
like Pericles to tighten the reigns on popular frenzy?” And he warned 
that Athens decayed because the Athenians had “a riotous love of 
liberty” and no respect for the independence of the judiciary. 

So, while searching for a new logic and metaphysics to solve social 
problems, Holmes maintained that those to be followed until that 
ideal one was found were Aristotle and Sir William Hamilton, last 
of the great Common Sense school. Both of these, he felt, were based 
on the certainty of knowledge and action of “those indemonstrable 
principles which are evidenced by the common belief, and the com- 
mon sense of mankind” as expressed in the dominant institutions. 

Holmes’s talents finally found their reward in 1857, when, through 
Garnett, the chair of literature and history, or “historical science,” 
was founded at the University of Virginia, and Holmes was made 
its first occupant. 

But Holmes always considered England his home. “Poverty ren- 
dered me an exile,” he had written to an English editor a few years 
before, “and still delays my return.” But the England of which he 
thought was the England of Carlyle and of Disraeli, with their 
“young England” movement, including imperialism. Like them, he 
felt that the remedy for “capitalism” lay in the restoration of an 
authoritative order of gentlemen.®4 
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GEORGE FITZHUGH AND SLAVERY AS IDEAL COMMUNISM 


The most extreme southern position was that advanced by Holmes’s 
friend, George Fitzhugh (1806-1881). He claimed descent from old 
Virginia aristocratic families; but, though possessed of a plantation, 
he was never prosperous. As a lawyer he was not successful, but as a 
propagandist of the extreme pro-slavery point of view he came to 
enjoy a considerable reputation. At least his bluntness of expression 
served as good campaign material for the critics of slavery. 

He got most of his knowledge from the leading British quarterly 
reviews, which were reprinted in the United States, and similar 
sources. In this he was not alone, but he was frank about it. He wrote 
Holmes in 1855, “I never read a socialist author treating his subject 
philosophically in my life. Newspapers, novels, reviews are the 
source of my information.” °° 

But he had a vivid style and chose good titles. His two books, 
Sociology for the South; or, the Failure of Free Society (1854) and 
Cannibals All; or, Slaves Without Masters (1857), provided an armory 
for both southern defenders and northern opponents of slavery. He 
went a step further than Holmes and categorically denounced po- 
litical economy as the “science of a free society” and substituted the 
term “sociology,” for this treats of the disease of free society. 
“Adam Smith and Company” are superficial, because they do not 
realize that the poor, the weak, and the ignorant need strong control 
by government as a protection against the social and political cen- 
tralization created by Jaissez faire. This protection includes slavery, 
and also Clay’s American System, but under state or sectional guid- 
ance. So he always suspected the Democratic Party. 

Free trade in all its aspects is based on the vicious notion of natural 
rights. Both the Declaration of Independence and the Virginia Bill 
of Rights erroneously espouse natural rights. Rights are conven- 
tional, institutional. State governments, universities, landed property 
are institutions, things of flesh and blood, that know their rights— 
“and knowing dare maintain them.” Institutions are what men can 
see and venerate. Therefore they cannot be established a priori, but 
must be that which history and experience have tested. To differ with 
society in its organized structure is treason and heresy because it 
impairs the happiness of the people. Thus liberty of the press and 
speech, the unlimited right of private judgment, has borne only bad 
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fruits. These vicious notions were erroneously deduced from and 
let in by the Reformation and the American Revolution. 

The American Revolution was the achievement of adults seeking 
to retain the rights belonging to them under the English constitu- 
tion. But once the barriers were down, the heresies were boldly pro- 
claimed. Thus the only sound principle is the conservative one that 
the welfare of society is the supreme law. This requires the ruthless 
suppression of any invasion of the established canons of conduct such 
as women’s rights, abolitionism, or agrarianism. 

Successful change such as the American Revolution is accom- 
plished by wise, good, practical men who feel their way through by 
means of intuitive judgments, not by abstract principles; for the 
changes are rendered necessary by a “thousand minute and peculiar 
circumstances of the hour, which common sense and experience in- 
stinctively appreciate, but which philosophy vainly attempts to de- 
tect or to generalize.” Therefore, though common sense may at times 
be excessively conservative, it is better to err with the English Tory 
poet, Alexander Pope, who thought, “Whatever is, is right,” than 
with Jefferson, “whose every act and word proves that he held that 
whatever is, is wrong.” He was “the genius of innovation, the archi- 
tect of ruin, the inaugurator of anarchy.” 

Liberty and equality, with their concomitant free competition, 
engender a never-ceasing warfare, destroying the weak. Free so- 
ciety gives only the freedom to starve to the mass, but under slavery 
“every slave has an estate in tail, indefeasible by force and recovery 
in the lands of the South.” If his present master is unable to support 
him, the owner must sell him to one who can. 

Our system accords with the patrician scheme of Rome and feudal- 
ism. The slaveholder, like the patrician, values himself not as a selfish, 
cold individual, but as the most devoted servant of his country. The 
establishment of the House of Commons was the origin of the capital- 
ist and moneyed interest in government destined to absorb all the 
power of the state and to achieve the most selfish despotism in place 
of the benevolent rule of the barons. Thus the Crown and the Church 
are the natural allies and guards of the poor laboring class, but the 
House of Commons is the natural enemy of the laborers. 

On the other hand, slavery is ideal socialism. The socialistic doc- 
trine that capital is barren and lives by exploiting labor is a funda- 
mental defense of slavery, for it proves that the profits extorted from 
labor make free laborers slaves without any of the advantages of the 
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domestic slaves, and it makes capitalists their masters without any of 
the duties of slave owners. Slavery is ideal communism, for each one 
receives not according to labor, but according to need. It is a real 
association or organization of labor which Fourier might envy. The 
poor with their trade unions and strikes are practical socialists, but 
slavery to a master is better than slavery to an association. This oldest 
and commonest form of socialism, slavery, is to be distinguished from 
the new school of European radicals which can obtain its ends only 
by destroying human nature. 

In a letter to Holmes, Fitzhugh found that the most extreme so- 
cialists were right in their criticism if they would only see that slavery 
was the true answer. Interest is wrong “because the principle [sum] 
represents the labour of the man who accumulates it and should be 
exchanged for other people’s labour. Hence Rents and Interest are the 
means by which Capital masters Labour. Capital or property is not 
exchanged for Labour, but by interests and rents masters Labour. ”Tis 
a truth that will blow up free Society. It does not hurt Slave society 
because generally the increase of the Domestic Master’s capital bene- 
fits the slave. He as a member of the family naturally and usually gets 
his just share of the increase of capital. I never read Proudhon. If this 
is what he means when he exclaims, ‘Property is a Thief,’ he is right. 
Property in Free Society is at least a Master. It commands Labour 
—does not pay for it.” °° 

Fitzhugh declared that the conservative principle proclaims the 
duty of society to protect the weak. Effective protection necessitates 
control. Therefore society has the duty of enslaving the weak, espe- 
cially in old countries where property is held by a few. The philan- 
thropic-minded, justly desiring power to control the conduct of his 
beneficiaries, should invest in slaves because where his control is great- 
est, his ability to do real good is most perfect. Thus the ideal com- 
munism would be to turn over the pauper whites in the North at 
present to the possessors of capital. The North must realize that the 
masses require “more of protection and the philosophers more of 
control.” The mass cannot be governed “by law and moral suasion, 
but only by despotic discretion.” 

At the same time, the South should extend its protectionist phi- 
losophy by establishing local universities to teach southerners to love 
their homes. Lack of state tariffs and the consequent southern pur- 
chases of northern manufactures cheats the slaves of their rights. The 
South’s exclusive attention to agriculture accounts for its sparse, ig- 
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norant, impoverished population. Farming is the recreation of great 
men, the proper pursuit of dull men. Handwork naturally pays less 
than head work, for the headworkers, being in fact the masters of the 
handworkers, deprive them of a good share of their product. Thus the 
South has worked three hours for Europe and the North to one for 
itself. Holland and Massachusetts are two of the richest, happiest, 
and most highly civilized states because they do little farming and 
engage in manufacture and finance. The rich and enterprising are 
deserting agriculture and the South. 

Following Carey and Colwell, F itzhugh held that, since the in- 
crease of money has no determinate effect on prices, a favorable bal- 
ance of trade would lead to more funds for internal improvements, 
including manufactures. Banks ought to be extended because the in- 
crease of credit would stimulate enterprise. The control of the cur- 
rency might be safely left in the stockholders’ hands, for they are 
generally cautious and conservative. They would suffer pecuniary 
loss from overexpansion or contraction, as does the master who does 
not take good care of his slaves. Besides, with universal suffrage giv- 
ing the progressive element tremendous power to damage property 
and society, the banks would act as a conservative balance. 

Thus in this country we shall soon have two constitutions, the 
a priori paper one which none will respect, and a practical one de- 
duced from the working of our institutions. The Whigs disregard 
the written constitution when they seek a national bank, tariffs, and 
internal improvements, the Democrats do likewise when acquiring 
new territory. Young America, the dominant party of the day, will 
with equal dexterity jump through the paper obstructions. 

The Democratic Party is the real institutional party. Having been 
largely purged of its radicalism and recruited from old-time Whigs, 
it is now actively conservative. It is the exact opposite from the days 
of Jefferson, not in its professions, but in its active opinion. It has 
always been consistent because it boldly and wisely adapts its actions 
to emergencies. It has a mighty “nosology”—disease—in the Declara- 
tion of Independence, Bill of Rights, Constitution and Resolutions; 
but, like a good doctor, it casts nosology to the winds when re- 
quired. Times change and men with them, so that good men are 
proud, not ashamed, of such changes. “Let no false pride of seeming 
consistency deter us from an avowal which omitted may... im- 
pede our action.” 


After Buchanan’s victory in 1856, Fitzhugh with the aid of 
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Holmes’s father-in-law, former Governor Floyd, and the reigning 
governor, Henry Wise, received a temporary post as a law clerk in 
the Attorney General’s office. In his application to the President, he 
claimed he had always belonged to the “national” wing of the 
Democratic Party and never differed for the last thirty years as to 
_men and measures from Buchanan. “I am an author and shall con- 


tinue to write....I... shall zealously advocate the policy of 
your Administration as I understand it. The South will permit me 
to go jiuiaaayae Mola a 5 denouncing Southern abstractions and sec- 


tionalism than it would permit anyone else.” *7 

Fitzhugh’s writings were devoted almost exclusively to supporting 
the dominant southern position. He even went so far as to argue in 
1858 in De Bow’s Review that the abolition of entailed estates had 
been a mistake because making all property liable for debts created a 
greater gambling fund for excessive trade and credit, and this brought 
on a commercial crisis. He concluded that “to properly limit, and 
restrict trade, alias cheating, alias free competition or exploitation,” 
the system of entail, including that of slaves, should be adopted. “We 
rejoice that our instinct, despite our philosophy, is impelling us in 
that direction.” °° 

But, as might have been expected, this did not mean that he fa- 
vored the homestead movement of small inalienable plots. On the 
contrary, he had already stated in Sociology for the South, “We do 
not like the Western Homestead provision of forty acres because 
that entails on families poverty and ignorance, and tends to depress 
civilization.” 

After little more than a year in his temporary post, he found his 
services not needed. A petition signed by twenty-seven prominent 
southerners, including Garnett, praised his service to the party and 
his literary contributions, and asked that he be given a permanent 
post with a comfortable income. 

Fitzhugh informed the President in June 1858 that since coming 
to Washington he had continually supported the Administration in 
papers and reviews. “My friends tell me that I lead the Southern 
mind. . . . Should I obtain office I shall continue actively to defend 
your Administration. It is the first profoundly conservative Adminis- 
tration—and its action corresponds with its professions. The anarchy 
so prevalent in the country makes such an Administration necessary.” 
Through the press he had warned, he added, “that Mr. Buchanan 
might be the ‘last of the Presidents’ unless there was some pacific 
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solution of sectional difficulties. The danger is not past—although 
you have done . . . very much to allay discord and restore peace.” 

But in the face of a cut in appropriation in Fitzhugh’s department, 
the Administration could not afford the dubious luxury of a writer 
who spent most of his time in Washington writing eulogies of south- 
ern slavery and castigating the North for casting any question on 
the institution. It was hard to see how Fitzhugh could feel that he 
was bringing about unity, but then he called himself a moderate, not 
an extremist. 

Fitzhugh went back to his plantation convinced more than ever 
of the need of defending the southern way of life. He supported 
the opening of the slave trade. An old neighbor of Fitzhugh who had 
gone North said that Fitzhugh’s methods of “proving Free Society a 
failure was by theories and speculations which had got into the 
crevices and under the eaves of his brain, like the bats in the rickety 
old mansion, situated on the fag end of a once noble estate, in which 
he resided.” °° 

Doubtless this opinion was too harsh, but no man had in effect 
argued more vigorously that slavery and free society could not exist 
side by side. Fitzhugh no more than Holmes expected this to be taken 
seriously, and they even stated that the North should retain the free 
society of the present. But he had done such a good job in condemn- 
ing free society in the name of slavery that the only alternative was 
to root out slavery if free society was to be maintained. 


GAT Pal Re xe xeNGinin 


The Western Contingent: Upholders of 
Traditional Ideals 


F THE West was a center of radicalism, it certainly did not show 
up in the writing of its economists in this period. They were, if 
anything, even more conservative in their underlying social 

philosophy than their eastern brethren. It made little difference 
whether they were residents of what was then still called the South- 
west or the Northwest, whether they were natives of their states or 
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immigrants from the Atlantic seaboard states. In the West as else- 
where, the economists differed as to what made for profitable com- 
merce. 


HENRY HUGHES: AGITATOR FOR THE SLAVE TRADE 


Henry Hughes (1829-1862), Mississippi lawyer and_ planter, 
erected a “sociological” scheme based on the necessity of reopening 
the slave trade. Hughes was educated at a little Mississippi college, 
Alcorn (now Alcorn Agricultural and Mechanical College for Ne- 
groes), but he had the advantage of a trip to Europe, where he met 
Comte. He became a politician as well as a theorist, and in both 
occupations he appears to have been primarily concerned with 
schemes to overcome the interdict against the slave trade. At the age 
of twenty-five, he presented the theory most elaborately in his A 
Treatise on Sociology (1854) which reached far beyond the exi- 
gencies of legal slavery. 

Slavery, he said, is undesirable; but what is called slavery in the 
South is not really slavery, but ‘““varranteeism,” which has evolved 
out of slavery. Warranteeism is a system in which the laborers’ rights 
are protected by the state as warrantor, as the economic and political 
lord paramount, acting through the masters as deputy warrantors or 
magistrates. Property in man is abolished, but the obligation to labor 
is “capitalized.” 

Capital need not be directly regulated because it is subject to the 
beneficent operation of economic laws. It goes wherever profitable. 
The capitalists alone have the means of subsistence, so they do not 
starve. Capital is not idle, but naturally industrious; for if the capital- 
ists do not labor, there are no profits. 

But the free laborer has no capital; consequently he has no incentive 
to work. He may starve. To compel him to labor, the obligation to 
labor must be capitalized—that is, converted into an enforceable 
property claim; and the holders of the labor obligations naturally 
must be capitalists. 

As capital, this labor obligation is negotiable. The form of capital 
makes it possible to maintain an adequate “local production” of la- 
borers. Other capital represents the means of subsistence and as such 
its variations cannot be perfectly controlled. Man adapts himself to 
them because he cannot adapt them to himself. The scheme secures 
justice, for it realizes the end of the right of property: subsistence 
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and the obligation to labor instead of idleness and intemperance. 

The social organization of the South is warranteeism with the 
ethnical qualification. The qualification i is accidental; ““warranteeism 
without the ethnical qualificacion : is that to which every society of 
one race must progress.” 

In 1857, while a senator in the Mississippi legislature, he intro- 
duced a bill to charter the African Immigration Company, of which 
he was a promoter. It would import Africans under fifteen-year in- 
dentures, but with the stipulation that on the expiration of their term 
of indenture, they would continue as warrantees. 

The bill, like similar measures, was not passed. After all, slave own- 
ers understood that an increased supply lowered the price. Hughes 
the following year denounced as “outside intervention” the failure 
of the federal government to see*the difference between warrantee- 
ism and slavery and called on the southern states to assert “State 
Liberties, or the Right to African Contract Labour.” The South 
needs a regulated supply of African labor to spread wealth and 
afford every poor and industrious citizen the greatest opportunity 
for making a fortune. This supply will relieve our daughters and 
wives from washtubs and substitute “willing Negro wenches, to 
whom a civilized kitchen would be a Christian school.” Therefore 
the thinking citizens must assert state rights in the regulation of 
slave labor. 

Meanwhile Hughes prepared for the civil war by joining a volun- 
teer military unit.” 


NATHANIEL A. WARE: “NATIONALIST” PROTECTIONIST 


From the same area as Hughes came an outright protectionist, 
Nathaniel A. Ware.’ His anonymous publications were in keeping 
with the obscurity of his activities and his shifting scene of opera- 
tions. Neither the place of his birth nor the date are definite. Most 
evidence indicates that he was born in South Carolina, though there 
is some evidence favoring Massachusetts. He arrived in the Missis- 
sippi Territory in 1811 and practiced law, among other things. At 
the outbreak of the War of 1812 he joined the militia and became a 
major. Soon he began to occupy important public offices. He served 
in the Territorial House of Representatives and in the Legislative 
Council. House members objected to his appointment to the Council, 
a federal appointment, on the ground that he did not have “strictly 
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republican” politics and had no permanent residence in the Territory. 
The resentment against him was strong enough to bring about his 
defeat for election to the Mississippi constitutional convention and 
as territorial delegate to Congress in 1817. 

But in 1822, under Monroe’s Republican Administration, he was 
appointed a commissioner for adjudicating land claims in Florida. 
In keeping with his speculator’s frame of mind, he quite frankly 
avowed that in validating the ordinary concessions from the Spanish 
Crown, he would not require compliance with the conditions of 
settlement such as habitation.* 

Meanwhile he had amassed a fortune in land speculation, made 
Philadelphia his permanent headquarters, and acquired sufficient 
intellectual stature to be elected to membership in the American 
Philosophical Society in 1823. He early took an interest in a great 
many subjects, partly because he undertook to supervise closely the 
education of his children after his wife became insane. His intellectual 
activity did not interfere with his zeal for promotion. Though Phila- 
delphia was his home, he flitted all over the country and even to Eu- 
rope in connection with extensive business operations that were gen- 
erally complex and obscure. 

For example, in 1831 he was in New Orleans, where he had just 
disposed of a plantation on the Mississippi. He was reaping the hand- 
some interest of 12 per cent on the paper of New Orleans houses, and 
was on the lookout for profitable investments. There he met Captain 
Henry Austin, cousin and close friend of Colonel Stephen Austin, 
who practically controlled the great dominion of Texas, then under 
the sovereignty of Mexico. The captain wrote his cousin that Ware, 
before returning to Philadelphia, would be willing to invest $40,000 
in the establishment of a cotton factory in Texas. He would send 
in not only the machinery, but also a permanent labor force of young 
Negroes under indenture, which was the Texas way of circumvent- 
ing Mexico’s prohibition of slavery. But as a condition for making the 
investment, Ware wanted from the Mexican government a land 
grant of approximately 50,000 acres along with tax exemptions. Of 
course, if Stephen Austin obtained the land grant for Ware, he would 
be willing that Stephen Austin as well as Henry Austin share in the 
profits of the concern. The factory, added Henry Austin, “would 
not only encourage the cultivation of cotton in the interior but 
would also produce a specie circulating medium by furnishing a com- 
modity for legitimate trade with the interior of Mexico.” 
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As weeks passed and no reply came from Stephen, Henry wrote 
his cousin that Ware was so impatient at the delay that he was think- 
ing instead of buying a sugar plantation which would absorb $200,000 
of his capital, and “I shall be thrown out of the saddle after all.” 

But Ware went ahead with the cotton factory and while still in 
New Orleans contracted for the machinery with the intention of 
using it in Louisiana should the Texas project fail. He had thought 
of manufactures for Louisiana as early as 1825, when he tried to sell 
the idea to George Tucker’s friend, Senator Josiah S. Johnston of 
Louisiana. He had used the familiar protectionist argument and had 
spoken of factories tending to uplift the laboring class and providing 
an easy means of eliminating the blacks. The white factory hands 
of New England, he then enthusiastically wrote, have stripped away 
the menial connotations of manufacture. They will not associate with 
colored persons or menial servants. 

Ware was soon forced to suspend the contract for machinery 
when one of the houses in New Orleans to which he lent money 
failed. Though assurances came from Stephen Austin that he would 
do all he could to help the concern, the tension between Texas and 
the Mexican federal government doubtless convinced Ware that the 
project would not be successful.® 

At the very same time, Ware was successfully pushing through 
Congress claims for lands in Mississippi. The following year, as be- 
fore, he was speculating in land, especially in the Southwest.? Toward 
the end of the decade, he appeared on the scene as a wealthy land- 
owner and prominent banker in the great trading center of Natchez, 
Mississippi, in connection with Biddle’s enterprise to control the 
price of cotton. In July 1839 Ware’s name headed the list of four- 
teen “southern” merchants and planters, including McDufhe, signed 
to a circular, dated New York, to the “Cotton Planters, Merchants, 
Factors, and Presidents, and Directors of the several Banks of the 
South States” for a “convention to deliberate upon a scheme for the 
protection of our commerce, finance, and exchange.” 

Cotton is in effect the standard of value and the currency of the 
country, declared the circular, for upon its fate depends the wel- 
fare of the nation; but exigencies abroad have often created a state 
of affairs whereby cotton has had to be unloaded on the foreign 
market at sacrifice prices by the European consignees to meet the 
bills drawn by the planters. If a third of the crop can be placed be- 
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yond the possibility of sacrifice, the circular continued, it will give 
security to the rest, not by “entrenching it behind the guards of a 
speculative monopoly, but by holding it in that state of security 
which the just relations of supply and demand will always, in the 
long run, establish and sustain in the trade of a great and civilized 
country.” 

To prevent the unnatural decline of cotton prices, the southern 
banks were to make advances to the planters on the cotton shipped 
in the form of “post notes,” which would supposedly circulate freely 
as money, and thereby the European consignee would be relieved of 
any care except the advantageous sale of his stock. The circular stated 
that the signers had “accidentally” found themselves together in 
New York. 

Behind the scheme directly was Nicholas Biddle’s London firm, 
Biddle and Humphries. Already a number of Mississippi banks were 
joined in this scheme to “maintain” the price of cotton, and great 
commendation was expressed in the circular for the firm’s efforts. 
In a nutshell the proposal was to extend the company’s control and 
to prevent the collapse of its position. _ 

The convention was to be held in Macon, Georgia, but hardly had 
the call gone forward than the southern press, including Cardozo’s 
paper, denounced the scheme as the plot of a combination of specu- 
lators and bankers. 

McDuffie, that ardent free-trader, was incensed at the opposition. 
They audaciously declare, he replied, “let trade alone to regulate 
itself” and insist that these efforts of the planters to place their prop- 
erty beyond the reach of foreign combinations by preventing its 
accumulation by penniless speculators, violates the principle of free 
trade. Because the planters choose to select their own agents, their 
own manner, and their own time for bringing their cotton to market, 
the opposition writers think the pillars of the Constitution are being 
pulled down. The planters, quiet and depressed as they are, have 
always been sheared. If any class in the South decides to take sides 
against us, warned McDuffie, and even become advocates for the 
foreign manufacturers, as the extraordinary course of the journals 
on the eastern seacoast and gulf warrant us in suspecting, they must 
be taught that the “planters constitute the first estate in the empire 
of southern commerce” and are not to be driven “from their just 
purposes, by the combined forces of speculators and editors.” 
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The convention reported that the present methods of sending 
cotton to market prevent its price from being freely regulated by 
the fair and natural influence of supply and demand. 

The promoters insisted that they did not intend to fix the price of 
cotton. This is impossible because the great law of supply and de- 
mand must regulate prices. But under present conditions, planters 
cannot get their costs. The report made use of the general suspen- 
sion of specie payments outside of New England and New York 
which had occurred between the issuing of the circular and the as- 
sembling of the convention. The suspension was a continuation of the 
crisis of 1837, it said. This had been caused by the Bank of England. 
England’s harvest had been short, and wheat had to be purchased from 
abroad. To prevent the loss of specie, the Bank of England was or- 
dered to raise its discount rate with the object of forcing a sharp 
reduction in the price of cotton. The result was a depression in the 
United States, but it has also been disastrous to England’s cotton 
manufacture. They sought, they said, to place “a portion of the crop 
beyond the blighting influence of those theories of finance, which 
although they may have emanated from the highly respectable parlor 
of the Bank of England, are not to be found in the philosophy of 
Smith or Ricardo.” If the southern banks want to obtain the specie 
necessary for returning to normal sound banking, they must support 
the scheme. 

Ware was chosen as a representative to the committee named 
to make the necessary arrangements, but the scheme never material- 
ized.* The southern planters were apparently not convinced. 

Four years later Ware decided that he, as a southerner by “birth 
and interest,” should supply the South with the proper treatise on 
economics. It was the time of the presidential campaign of 1844, and 
Ware’s anonymous treatise, Notes on Political Economy, by a “south- 
ern planter,” has all the earmarks of having been written to gain 
southern support for Clay and his American System and the Whig 
program of that period. It accorded specifically with the spirit mani- 
fested in the increasing number of southern conventions, and espe- 
cially that held at Memphis the following year. It was a call to the 
South to give substantial aid and encouragement to that spirit of 
enterprise that had made the North so great. 

The treatise was based on Raymond and Rae. Ware said that ac- 
cepted theories were useless for practical purposes and that he went 
on facts which workingmen understand. Policy should depend not 
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on universal principles like free trade, supposedly true in the abstract; 
rather, “government by circumstances is the only sound rule or 
maxim in the science of political economy.” 

More western territory should not be acquired. “The savage back- 
woodsman, the clodhopping farmer, the reckless fisherman,” stand 
low in the scale of civilization and taste in comparison with the arti- 
san. Pioneer life is too rough and devoid of luxuries and culture. The 
latter can only exist in the concentrated manufacturing towns. Of 
course, the producers of raw materials have a rough sort of inde- 
pendence, but this does not make for national independence. 

The South, especially, is foolish in seeking more territory because 
this would reduce the price of cotton. Therefore, southerners should 
not favor the annexation of Texas. Further, the acquisition would 
prevent the ending of slavery, for slavery is reduced by condensing 
population so that “hireling” labor can be furnished as cheaply and 
abundantly as slave labor. 

Ware, who was himself a slave owner, declared that slavery is an 
evil, but that general emancipation is worse; and, as George Tucker 
argued, slavery if left alone will end in approximately a century or 
two. But meanwhile, given this cheap labor supply, the South should 
turn to manufacture, which is five times as profitable as agriculture. 
The North can use women and children, but the South has, in addi- 
tion, her slaves. They get no wages, have the meanest subsistence, and 
will not form combinations and engage in strikes. If factory labor is 
as bad as has been pictured, all the more reason for using slaves. “Let 
us bestow on them the worst, most unhealthy and degrading sort 
of duties and labour to the exemption of free persons.” 

But the charges leveled against English factory labor are invalid 
against the white factory operatives in this country. In England they 
are hirelings like those few artisans in the United States who, not 
owning their instruments, must be supplied with capital. In England 
the laborers, being without hope and ground to dust and a bare sub- 
sistence by heavy taxation and the poor laws, are more dissipated, 
wasteful, and dependent than slave labor. They spend their earnings 
on getting drunk and do not have the interest of the employer at 
heart. 

Elaborating on an incidental point in Dew’s treatise, Ware 
“showed” how the United States might rapidly advance in tech- 
nology. The English proprietor is, he said, exclusively interested in 
dividends and never knows anything new because his huge invest- 
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ment in existing equipment precludes taking chances. He not only 
fears to scrap the old equipment, but also to change the fixed and 
monotonous habits of his machine operatives. On the other hand, 
the degraded operative has neither the energy nor time to invent new 
ideas. Even if he has them, he hesitates to let his employer know, for 
it is likely to lead to a reduction or suspension of his wages. 

But in the United States the recent rise of manufactures makes 
possible the installation of the latest equipment. The absence of the 
dead hand of debt payments and dividends on investment in ob- 
solete equipment leaves an open road for industrial advance. This is 
really due to the fact that the free institutions and easy subsistence 
in the United States make the operatives flexible in their thoughts and 
eliminate the prejudices for obsolete forms. Possessing the materials 
and the time to think, they can afford to experiment. The mechanics 
generally do the inventing because they work with or near ma- 
chinery. A superior mechanical intelligence runs with the mass in 
the United States and not only imparts an aptitude for mechanical 
or factory operations, but gives character to the laborers. Piece work 
is the only sound method of wage payment, for it stimulates the 
laborer to more work, and with his savings he becomes a highly re- 
spectable citizen. And the female operative acquires funds for a 
dowry. 

Thus the factory laborers are as healthy and as moral in the sense 
of being decent and orderly as any part of the laboring population, 
and more intelligent than the rural laborers. Factory towns provide 
the means of giving an adequate education to laborers of all ages. 
Being concentrated in factory towns, infants can be summoned by a 
bell and be taught by the cheap Lancastrian monitorial system, and, 
summoned by the same bell, the adults can be made very scientific by 
night lectures as well as by libraries of useful knowledge. 

A permanent tariff policy and certainty of a market are essential 
to call out the full capacity of labor, for the large profits will animate 
the spirit of enterprise and thus lead to great and rapid capital ac- 
cumulation. Under the spell of the creative magic term of “profits,” 
the capitalists will be encouraged to invest in machinery. The degrada- 
tion and poverty of English labor flows not from the dependence on 
foreign markets, but from the excessive competition of capitalists. 
It can be prevented by a tax on exports of manufactures when the 
occasion arises, just as overproduction or monopoly in any line might 
be prevented by a tax on production exceeding a certain amount. 
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Should this happen, the first thing is to cut wages so as to employ 
all, for half a wage is better than idleness. Furthermore, since de- 
mand, not cost of production, governs prices, the eventual effect of 
machinery is to keep wages at best at a minimum, and all that po- 
litical economy can do is to give labor the best market and the best 
employment by a tariff. 

In any event, pride and the high standard of living prevent the 
population from being redundant in the United States. People dress- 
ing in expensive clothes as a result of a tariff will be conscious of their 
position, decency, and self-esteem, and consequently will be willing 
to work hard to retain and increase them. But if pride is wanting, the 
state should withhold the marriage license. Should they marry, they 
should be denied the rights to citizenship and their offspring the 
rights of legitimacy. 

This, of course, applies to the unemployed, for obviously they lack 
pride. The moment an individual is base enough to beg or to avail 
himself of public aid, unless in the shape of a hospital, he is totally 
worthless, beyond redeeming. He ceases to be a man and has “sunk 
to the level of . . . a mere eating brute. . . . Humanity aside, it 
would be to the interest of society to kill off all such drones, get rid 
of such excrescences, and cast off such burdens.” In other words, 
since the poor laws arise from a “false sense of religion and human- 
ity,” they should be abolished. A property qualification should be 
attached to voting to instill pride, among other reasons. 

On the other hand, Ware justified direct state aid to private enter- 
prise on the ground that it gave employment to labor and increased 
the national wealth. Joint stock companies should be encouraged, 
given liberal charters and special privileges such as tax exemptions 
and loans. In fact, as a good Physiocrat, he argued that agriculture 
rather than the corporations should be taxed. The states should pur- 
chase stock in these corporations but never attempt to operate them 
because, compelled to leave their operations to agents, the state will 
always be defrauded. Ware attacked foreign debts, pointing out the 
necessity of a tariff to prevent this type of indebtedness. But’ the 
repudiated debts of the states should be assumed by the federal gov- 
ernment on the ground of justice to the foreign creditors. After all, 
the American government holds Mexico responsible for the debts 
of its citizens to Americans. 

A public debt is excellent for investment of capital; its too rapid 
repayment shocks trade, discourages capitalists, and inclines them 
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to look abroad for more permanent employment. It is the demogogic 
politicians who cry out against public debts. 

Banks should be encouraged for their short-term loans and enter- 
prise. Bank notes should ordinarily be convertible, but in time of 
emergencies the government should step in and accept their incon- 
vertible notes. Paper based on the credit of government is eminently 
useful in times of distress, but is to be guided by the principle that 
the nation should use its funds or credit to help any branch of in- 
dustry necessary for the country’s comforts or independence— 
namely, such enterprises as manufactures and railroads. 

Wars, by the excitement and expenditures they engender, are 
among the most effective devices for animating a nation’s economic 

owers. In a long peace people become rusty, selfish, dispirited, and 
turbulent. They degenerate into meanness by becoming absorbed in 
small gains and show a money-loving, cheating spirit. 

Because of threatened disunity, no country needs a war as much as 
the United States. The country is in turmoil because of intense party 
spirit, abolitionism, the right of suffrage, and opposition to the tariff. 
Our national sentiment has been weakened, our manufactures are not 
encouraged, our staples and commerce decline, and capital flees the 
country. For the nation’s sake, the statesmen ought to “encourage a 
war whenever it can be done consistently with justice and honour.” 
They “ought to do everything but create a war; never avoid one, 
rather invite it and meet it more than half way.” 

In this and especially in another anonymous volume the follow- 
ing year, after the Democrats won, An Exposition of the Weakness 
and Inefficiency of the Government of the United States of North 
America (1845), he denounced Jefferson and Jackson as radical, ig- 
norant democrats and despots, and the Democratic Party as the great 
caldron of democracy that would break down civilization by threat- 
ening religion and property. 

The “visionary” Jefferson was, of course, the “worst politician” 
with which a nation was ever cursed, while Hamilton was the ablest 
and “most practical politician.” The ideal government, he explained 
in the second treatise, would be a republic; the executive could serve 
only one term, but that would be ten years; judges would be for life; 
independent electors would have a real estate qualification, salaries 
would be liberal; and pensions should be given. Government revenue 
should be raised as far as possible from imports, manufacturing in- 
dustry should be protected up to the natural supply at least. He 
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would prohibit poor laws beyond infirmaries, but all the internal 
improvements possible should be encouraged. Naturalization laws 
should insure that foreigners had become citizens in feeling before 
they enjoyed the privileges of citizens; in other words, foreigners 
would in effect be barred from citizenship. “I would have as little of 
the Constitution as possible, or the rules and dictations of such an 
instrument,” and no confederation—no trial by jury. 

After condemning both the Loco-Focos and the excessive use of 
state bank notes, he called for the elimination of small notes and the 
establishment of one national bank based on treasury deposits to aid 
the revenue and be a national repository. 

Ware had opposed the annexation of Texas, but that deed had 
brought on the war he wanted to save the country from being a 
victim of democracy. 

Ware’s last book was a novel, which was not surprising—Harvey 
Belden, or, a True Narrative of Strange Adventures. Like all Ware’s 
books, it was anonymous. It was published in Cincinnati in 1848, but 
it was typical of the man and his operations that the hero, naturally a 
gentleman’s son born and bred, tells his tale in New Orleans. It was 
also in keeping with Ware’s character that it was a story of adven- 
ture which takes the hero all over the globe and it was replete with 
episodes of knavery, kidnaping, warfare, and conquest. Of course, 
Ware could not help bringing in his economic views. 

Of a nomadic raiding party of Arabs that seizes the land, the hero 
says that if they had a regular government-that would give protec- 
tion to persons and property, they would become wealthy and en- 
terprising and develop an intellect and a genius remarkable for its 
quickness, and achieve a great empire extending to the Mediterranean 
and the Great Desert. Of course, where he found extensive market 
centers, he also found the beneficent effect of the “all-powerful na- 
ture of commerce and trade.” Then the government was a gentle 
paternal one, property was secure, and varied manufactures of a 
domestic character were found; and all these testified to an advanced 
civilization. 

As he surveyed a populous kingdom of Asia—China—with its pro- 
hibition of foreign trade, its stationary and relatively unadvanced 
state of mechanical arts, he asked, “Is this the ultimate state of man? 
When he reaches the maximum of population, can his own varied 
arts supply all wants, fill the circle of luxury to the full and be as 
fixed as the vegetables around him? Do we hold intercourse with 
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[the] . . . world, and gain all wealth and information through com- 
merce only when we are so young and sparsely populated as Europe 
and America?” 

So it seems in the highest development of society food cannot be 
spared even for beasts of burden. All must be used for human sub- 
sistence. Thus China fortunately avoided labor-saving machinery, 
which is the boast of America and Europe, because it would throw 
thousands out of employment and impoverish the country. The 
practice of exposing newborn infants is necessary though shocking 
to humanity, because otherwise marriage would be restrained and 
thus give rise to worse evils. In any event, our feelings become accus- 
tomed to almost anything in a way that gives us no pain, “even 
though the first principles of humanity are violated.” 

As the hero moved across the fertile West, he found that more 
states will be formed there eventually, all teeming with population 
and presenting a scene that would be novel in Europe or Asia—great 
crops and an inability to dispose of the surplus. 

Ware’s last adventure was in the state of Texas, where as usual he 
was interested in lands. There, of all places, he died of yellow fever 
in 1854.° 


JAMES D. B. DE BOW: SOUTHWESTERN STATISTICIAN 


From the area of the Louisiana Purchase came the statistician-econ- 
omist James Dunwoody Brownson De Bow (1820-1867) to defend 
rotectionism of a southern kind.1° De Bow was born in Charleston. 
Left fatherless and penniless when hardly more than an infant, he 
started working at the age of ten and spent seven years in a wholesale 
grocery store. Then he managed to enter the College of Charleston, 
where he was fed the usual diet of the classics and a smattering of polit- 
ical economy. He graduated in 1843 as valedictorian. A year later he 
was a member of the bar. But Charleston had many good lawyers. He 
started to make a little money by contributing to the Southern Quar- 
terly Review. In 1845 he became its editor-in-chief, but dignified 
titles do not necessarily carry commensurate incomes. The impecuni- 
ous and ambitious youth soon threw himself into various movements 
that ostensibly looked toward a great commercial development of the 
South, with commerce understood in a wide comprehensive sense. 
At the great commercial convention of southern and western states 
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at Memphis in 1845, De Bow was not only a delegate from South 
Carolina, but also one of its secretaries. 

Under this stimulus, De Bow decided to establish a journal that 
would be devoted to pushing the interests of southern commerce. 
For the permanent headquarters of the journal he chose the rising 
commercial center of New Orleans. He got the backing of a lead- 
ing sugar planter and merchant, Maunsel White. His inclination to 
protectionism was accentuated by the fact that the Louisiana sugar 
planters were not averse to ever higher tariffs on sugar. But this did 
not prevent De Bow from using as his motto for De Bow’s Review, 
“Cotton is King” or “Commerce is King,” or from pushing south- 
ern railroad expansion. . 

If the South wishes to have great power and wealth, he declared, 
it must follow the methods of the North, especially Massachusetts’ 
energetic spirit in arousing all its productive energies. 

Planters have heretofore asserted that the manufacturing and trad- 
ing spirit is essentially servile and have devoted their attention to 
agriculture. But the deductions from the “rules of legitimate po- 
litical economy” point to a dark future for agriculture. Mere pro- 
duction from the soil soon finds its limits, and limits population. 
Already the western grain growers find an insufficient demand for 
their great grain production. Southern planters, instead of attempt- 
ing to establish a combination to fix a fair price, should engage in 
diversification. This requires first of all railroads. Railroads not only 
diversify industry and open a country, but also build cities and raise 
land prices. The necessary labor supply is available in the cheap labor 
of slaves, many of whom are unemployed. The railroad companies 
should be given grants of the public domain of the states. The state 
should follow the Tennessee scheme, where the state endorses the 
bonds of all companies for the purchase of iron after they have laid 
the track. Of course, he agreed with Calhoun that internal improve- 
ment by the federal authority is subject to log-rolling and unconsti- 
tutional, but the Constitution allows improvement as a part of na- 
tional defense. So railroad companies are worthy of government 
patronage. 

After constructing railroads, the South and West should naturally 
turn to manufactures. Capital will be lured by the high profits if we 
have laws favoring such organization and a sound and liberal system 
of credit and banking. The North has greatly prospered from the 
vast amount of foreign capital invited in the hope of profit. 
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Of course, iron necessary for railroads should be duty free. This 
should not hurt iron manufacturers, he said, because he was informed 
by good authority that they could produce as cheaply as foreign 
countries. The bounty afforded by the tariff would merely help main- 
tain the monopoly of the iron manufacturer. 

But the South should not stand idly by and let the North and Eng- 
land reap great earnings that the South could obtain by manufactur- 
ing from the raw materials. These earnings or profits would be added 
to our capital. Manufactures would also provide employment for 
the slaves. Finally, the South must increase its share of commerce. The 
South must and can recapture the scepter of theisea** 

Another of his causes was the call for the creation of a bureau of 
statistics to collect information on the resources of the states. He 
headed the newly established bureau in the Louisiana Department 
of State in 1848, but his conception of the collection of statistics was 
like Thomas Cooper’s and George Tucker’s. Information, he de- 
clared, should be obtained by circulars addressed to public-spirited 
Jaymen and by digests of existing information. The federal govern- 
ment should take the data supplied by the state bureaus and digest 
it in a few volumes. 

The most significant feature of his work with the short-lived 
statistical bureau was his plea for such an organization as a prepara- 
tion for defending “state rights.” “The great question of power,” 
he wrote in his first report in 1850, “is now being raised between the 
free and slave states and must soon be settled. The former have .. . 
had the advantage of us in exhibiting their resources and strength. 
They have had all the statisticians to themselves and all the statistical 
reports. They have used them as powerful implements of warfare, 
and the South having nothing to show in return has been compelled 
to see her cause greatly prejudiced. Until almost the present day, 
none of the southern states have regarded it at all important to secure 
records and returns of population and wealth. Not one periodical 
devoted itself to these subjects, though the North has many. We 
were taunted with our comparative weakness, poverty, insecurity, 
decay, and told that they were the natural results of our slavery. Hav- 
ing no facts to oppose, we were passive, and for the most part ad- 
mitted the justice of the charge. We have not studied our own 
strength.” 

But already elsewhere in the South, especially South Carolina, 
writers are triumphantly indicating that the South has great re- 
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sources and a higher average of wealth and comfort than the North. 
“It becomes Louisiana to furnish the data for carrying out these in- 
vestigations and for the more full and satisfactory justification of our 
institutions and ourselves. The day has passed when the South will 
- consent to be the victim of unlicensed misrepresentation or widely 
propagated error, but the reform begins first at home.” 

Much as Louisianians may like the Union, they must prepare for 
danger. “So we must know our powers of resistance. It becomes the 
South to increase its strength and weight in the Union, construct its 
railroads, extend its commerce, build up its manufactures, protect 
its arts, endow its universities and colleges, provide for its schools 
and prepare . . . for whatever God has in store. . . .?” 

Along these lines he published in 1852 a three-volume compre- 
hensive work, The Industrial Resources of the South and Western 
States. Despite his appeal to sectionalism, he was asked by the in- 
coming Democratic Administration of Pierce to take over the super- 
intendency of the seventh census, that of 1850. 

Hardly had he finished the census job, than he was writing in a 
short-lived weekly which he published in Washington, “It is our 
opinion, founded upon a very close examination of the subject, and 
entire familiarity with it, that the census statistics of the United 
States, taken as a whole, and running back from the beginning of the 
Government are favourable to the South, morally, socially, intel- 
lectually, and industrially, in a degree much higher than to the North. 
This has been shown too often to be doubted.” ** 

In 1849, through Maunsel White, a chair of “Public Economy, 
Commerce and Statistics” was established for De Bow in the col- 
legiate department of the University of Louisiana. It was avowedly 
to be devoted to turning out successful merchants in the wide sense. 
Proper textbooks included those of both protectionists and free- 
traders—Carey as well as Adam Smith, J. B. Say, and Vethake. He 
even listed Lieber’s Political Ethics." : 

In his opening lecture, called “The Commercial Age,” he declared 
that political economy is the instrument of commerce. Commerce is 
the natural guardian of the arts and sciences. It is the parent of 
civilization. It is “the golden girdle of the globe,” and the importance 
of the merchant class cannot be overrated. To what is New York in- 
debted for the extraordinary position which she occupies in the re- 
public but to the centralization of nearly all its foreign trade in her 
midst, and New Orleans at the other extremity of latitude, is she not 
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marching onward in the same pathway at a rate which is equally 
amazing? Therefore there is need of a chair of political economy, 
commerce, and statistics. 

In a later lecture he declared that trade unions belong to the 
erroneous system that supposes “industry and enterprise impotent 
in defending themselves and incapable of marching onward toward 
prosperity, when left in the most perfect freedom.” However, he 
informed his audience, the Louisiana sugar planters have received a 
woefully small share of government favor. “The cotton lords and 
iron lords of the North have no objection to any amount of aid but 
when you come to sugar, why, they tell you, that is one of the neces- 
saries of life—you must not tax that!” 25 

At the same time he began lecturing in the summer session of the 
Kentucky Collegiate and Military Institute where he was listed as. 
“J. D. B. De Bow, Esq. AM, Professor of Political Economy, Com- 
merce and Commercial Law.” 

Attendance at the Louisiana course, however, was negligible; the 
financial support gave out, and in a few years the collegiate depart- 
ment was eliminated. 

Most of De Bow’s efforts were devoted to his journal, and its pages. 
were open to the leading southern lights, including Cardozo and 
Holmes. He was extremely fond of Fitzhugh, who, judging from the 
number of articles he contributed, might have been called a con- 
tributing editor. 

As the slavery issue became increasingly important, the journal 
gave it more attention. De Bow was often ahead on details. Thus he 
early published his “ethnological researches,” proving, so he thought, 
that the black and the Caucasian had different origins and that the 
black was naturally inferior and fit only to be a slave. And in his. 
Louisiana lectures he declared that the African, when released from 
the dominion of a master, becomes the double slave of indolence and 
want. De Bow also .advocated the reopening of the slave trade, 
although he was constantly reiterating that manufacture and rail- 
road expansion were essential to prevent unemployment among the 
slaves. 

As secession began, De Bow called on the southern non-slave- 
holders to support the slaveholders in his tract The Interest in Slav- 
ery of the Southern Non-Slaveholders (1861). 

De Bow claimed that a class conscientiously objecting to the own- 
ership of slave property does not exist in the South because all such 
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scruples have long been silenced by “the profound and unanswer- 
able arguments” of our statesmen, popular orators, and clergy. 

There is no danger of competition between free labor and slave 
labor in the South. The non-slaveholders are not forced to work in 
terrible factories as in the North. Labor in the manufacturing states 
would have long reached the degraded condition of British labor ex- 
cept for the excessive bounties paid them through a tariff which is 
extorted from the labor of the slaveholding and non-slaveholding 
laborers of the South. The non-slaveholder is not subjected to 
competition with foreign pauper labor. The competition between 
native and foreign labor in the northern states has already caused 
riots and deadly hostile political parties. In the South this is unknown 
except in two or three of the large cities where the relations of 
slavery and freedom scarcely exist. The foreigners in the South are 
of a select class, and from education and example very nearly ap- 
proximate the native standard. 

The southern non-slaveholder preserves the status of the white 
man and is not regarded as an inferior or a dependent. The non- 
slaveholder knows that as soon as his savings admit, he can become a 
slaveholder, and thus relieve his wife from the necessities of the 
kitchen and the laundry, and his children from the labor of the field. 
This with ordinary frugality can be generally accomplished in a few 
years. The slave is the first purchase from savings. If a woman, “her 
children become heirlooms and make the nucleus of an estate. It is 
within my knowledge that a plantation of fifty or sixty persons has 
been established from the descendants of a single female, in the 
course of the life time of the original purchaser.” 

The sons of the non-slaveholder have always been among the 
leading and ruling spirits of the South, in industry as well as poli- 
tics. In this class are the McDuffies, Andrew Jacksons, Henry Clays, 
Hammonds, Maunsel Whites. “And what is to be noted, these men 
have not been made demagogues for that reason, as in other quar- 
ters, but are among the most conservative among lists 

Without slavery the great southern staples could not be grown, 
and the immense annual results which are distributed among every 
class in the community, and which give life to every branch of in- 
dustry, would cease. 

If emancipation is achieved, as it will be unless the encroachments 
of the fanatical majority of the North are resisted by a southern con- 
federation, slaveholders will escape the resulting degrading equality 
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by emigrating. But the non-slaveholders will have to remain there. 

On the other hand, confederation is the sure refuge from the storm 
of northern aggression. In a southern confederation “our rights and 
possessions would be secure,” our wealth would be retained at home 
to build up our towns and cities, extend our railroads and increase 
our shipping, whereas now through tariffs or other involuntary or 
voluntary tributes it is lost to other sections. Opulence would be uni- 
versal, and “we should become the freest, the happiest and the most 
prosperous and powerful nation upon earth.” 


4 EZRA SEAMAN: NORTHWESTERN STATISTICIAN 


In the Northwest Carey had an ardent follower in the Clay Whig 
Ezra Champion Seaman (1805-1880). He was born in New York 
and studied law in Samuel Young’s town of Ballston Spa. Then he 
migrated to Michigan, where he lived mostly in Ann Arbor. Besides 
practicing law, he engaged in newspaper publishing and served in 
government posts, including inspector of state prisons. In between his 
“professional business” he did “statistical surveys” as a sort of avoca- 
tion. These appeared as a comprehensive volume in 1846 under the 
title, Essays on the Progress of Nations, in Productive Industry, 
Civilization, Population, and Wealth; Illustrated by Statistics of Min- 
ing, Agriculture, Manufactures, Commerce, Banking, Revenues, In- 
ternal Improvements, Emigration, Mortality, and Population. 

He declared in the preface that his object was to “connect po- 
litical economy with statistics; to bring the rules and principles of 
the former to the test of the established facts of the latter; and to try 
them, as far as practicable, by the severe test and certain standard of 
the principles of mathematics. This is the only mode by which they 
can be reduced to certainty, and fully understood.” In the 1852 edi- 
tion, published while Seaman was a chief clerk in the United States 
Treasury office, in the Administration of his admirer President 
Millard Fillmore, he elaborated this statement so as to make it obvious 
that the “connection” between political economy and statistics con- 
sisted in adumbrating the Clay position. 

Political economy, he wrote, is at present an imperfect and un- 
settled science. Its so-called principles are inconsistent with one 
another; many were founded on erroneous assumptions. “Modern 
society and its institutions are so complicated and so many causes 
operate at the same time” that it is difficult to determine which are 
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the more important causes. “The whole subject of political economy 
is so complicated, that the only mode of ever approximating to the 
truth, is to observe and collect carefully the facts showing the 
progress of nations, during a series of ages; to note their condition 
at different periods, and their relative progress; to apply the in- 
ductive system of philosophy, and from the effects observed en- 
deavour to deduce the causes which have produced them.” This is 
the method of achieving scientific truth in any field—that is, by 
“observation, experiment, and the deductions from reason.” The 
course of events in different countries, under different institutions and 
various systems of policy, are experiments which we should care- 
fully observe to enable us to learn from the experience of other na- 
tions, as well as our own. Until that method is pursued to ascertain 
the principles of political economy, statesmen and nations will con- 
tinue to grope their way in uncertainty and error and often be misled 
by rules laid down as principles but which are founded on false as- 
sumptions. 

Lest by any chance the reader go astray in Seaman’s mass of mis- 
cellaneous statistics collected in the manner of Henry C. Carey, he 
informed the reader in the preface that his was a protectionist treatise. 
Almost all the works used in the schools advocate free trade, he 
complained. “Though there are many reports, addresses, and speeches, 
and some substantial works which controvert those doctrines with 
great ability, yet there is no complete work on the subject of po- 
litical economy” from that view. So this work is designed as a 
textbook for the protectionist side, for academies and colleges, com- 
mon schools, libraries for mechanics, and other public libraries, and 
for “all classes of learners and inquirers into industrial, social and 
political questions.” 

The book went beyond the tariff and treated many matters that 
affected the “progress of man and of nations.” In characteristic Whig 
fashion, Seaman disapproved of letting aliens become citizens. He 
also sketched the baneful effects of the “centralization of power and 
its concentration into the hands of one man or an aristocratic few.” 
At the same time, he delineated the beneficent effects of associating 
and organizing individuals, “their capital and labour,” by means of 
‘corporations, of great enterprises and undertakings which a few 
persons are incapable of accomplishing. Of course, Seaman was quick 
to state that he did not mean by association the principle of Fourier- 
ism or communism or a general community of property. This would 
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destroy frugality, individuality, inquiry, invention, progress. By the 
“organization of labour and capital, I mean the organization under 
general statutes of incorporation,” as in New York. Laborers should 
be encouraged to seek their prosperity by buying shares in the com- 
panies. He advocated the New York free-banking system with the 
addition that a specie reserve for deposits be maintained either in the 
bank’s own vaults or with a large city bank. 

Support of the tariff colored every discussion of Seaman’s. The 
lack of an adequate tariff, he found, was the primary cause of every 
panic, except that of 1837 which, of course, he attributed to Jack- 
son’s withdrawal of the government deposits from the second Bank 
of the United States in 1833.7° 

England’s prosperity, wealth, and power, he wrote in his Essays, 
are due to the “talent, sagacity, and energy of the aristocracy” that 
has arisen from great manufacturing, mining, and commercial in- 
dustry and enterprise. The relative power of their leaders has been 
so greatly increased that they are now dominant over the heredi- 
tary and landholding aristocracy. Being extraordinarily able and 
shrewd, they will flood the American market with British manu- 
factures unless the United States enacts a suitable tariff system. 

The full implications of Seaman’s position were expressed in a 
lecture on “Human Progress, Its Elements, Impediments, and Lim- 
its,” which he gave before the Young Men’s Literary Association of 
Jackson, Michigan, around 1857-1858 and which the Merchants’ 
Magazine printed with the editorial note that Seamen’s Essays “form 
altogether the most able and valuable publication in its class.” ™* 

He deplored the “excessive” emphasis of the “progressionists” on 
formal education, whereas “industry” should be stressed, since it 
keeps people out of mischief. Another serious error these uncritical 
philanthropists make is to hold that intermarriage between the vari- 
ous “races” or peoples is desirable. This violates the fundamental 
principles of physiology. Among the truths “well established” is that 
“intellectual faculties are transmitted” to the succeeding genera- 
tions. Therefore, if marriage occurs between “superior” and “‘in- 
ferior” peoples, the “superior” people will be weakened and die 
out. 

The marriages of the European nobility are not only between 
parties of the same race, but also within a comparatively limited cir- 
cle and smaller numbers of families of that race. Yet as a class they 
have not degenerated, but “have ever been, and still are, superior 
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in natural intellect, as well as in person, to the great mass of the peo- 
ple.” 

Like all respectable authors and lecturers, Seaman never forgot 
that commerce was the ultimate aim of inquiry, though of course he 
allied it with manufactures. So in concluding his lecture he declared 
that “commerce is the lifeblood of civilization” and one of the 
principle elements of freedom. All commercial nations have estab- 
lished “liberal institutions.” Considerable commerce can only exist 
among people who are free, carry on manufactures, and have ad- 
vantages for navigation. Slavery has always been more common in 
agricultural than in commercial and manufacturing nations. 


DAVID CHRISTY AND KING COTTON 


From the West came a most effective defense of slavery in pro- 
tectionist David Christy’s famous Cotton is King (1855). Christy 
was an ex-newspaper editor and agent of the American Coloniza- 
tion Society in Ohio, whose other interest was reconciling geology 
with Christianity. He got his statistics, if not his philosophy, from 
De Bow’s Review. He claimed that he wrote the book to convince 
the free blacks and the North that their abolitionist tactics were un- 
wise. Colonization has heretofore had poor results, he said, because 
the alliance between abolitionism and free trade has made cotton 
king. The absence of a tariff satisfies cotton’s demand for cheap, 
plentiful food supplies and monopolization of foreign markets. Men 
who might be manufacturers are forced to go West and enter food 
production. The West, instead of finding a profitable home market 
in the eastern factories for its agricultural supplies, turns for its mar- 
ket to the expanding demand of the planters as they increase cotton 
production. At the same time, England keeps her door open for the 
ever increasing cotton supply, for she has the American market for 
manufactures. 

The abolitionists hypocritically condemn slavery but buy Eng- 
lish manufactures grown by slave labor and thereby increase the 
dominion of King Cotton. The South, in obedience to the greater 
demand for cotton, was forced to the annexation of Texas and the 
Mexican War. For the same reason it opposed corporations and for- 
eign capital in mining and manufacturing enterprises. It fought credit 
and the banks because the increased currency would raise the price 
of the western foodstuffs. 
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The worst effect of the alliance between abolition and free trade 
is that the increasing demand for cotton raises the price of slaves. 
This further prevents their emancipation. But King Cotton does 
not care whether the labor is slave or free, and so immigrants may 
eventually be substituted for the slaves if the abolitionists cease their 
activities. 

Cotton’s dominion cannot now be overthrown, but slavery might 
be eliminated by the policy of slow colonization in Africa, starting 
with the free blacks, who are shiftless and debased. 

Southerners were overjoyed at this defense. On the eve of the 
Civil War, a later edition of Christy’s essay with the subtitle: Or, 
Slavery in the Light of Political Economy, was included in a joint 
volume of pro-slavery arguments to supersede a similar earlier vol- 
ume. The abolitionists, by destroying in effect colonization in Africa, 
were the cause of the prosperity and power of slavery in the United 
States, Christy declared. The institution cannot be controlled by 
moral or physical force, but is entirely subject to the laws of political 
economy. Therefore returning free blacks to tropical countries to 
supply tropical products to commerce, and not domestic insurrec- 
tion, should be advocated by honest critics of slavery, for slave la- 
bor must continue as long as free labor abstains from supplying the 
demand of commerce for cotton.*® 


CHAPTER XXXIV 


The Civil War 


THE NORTH 


HROUGHOUT the war, a deep conservatism prevailed in 

the North. That barometer of respectable opinion, the aca- 

demic world, looked askance at the advance of science. 

Huxley, Darwin, Spencer, and Mill, according to Professor Lyman 

Atwater of the College of New Jersey, were assailing “the funda- 

mental moral and religious convictions of men from the scientific side 

with weapons claimed to be forged in the laboratory of physical 
science.’ 1 

Darwin’s The Origin of Species was generally denounced. Though 


THE CIVIL WAR 957 


Asa Gray, the Harvard botanist, gave it a qualified, cautious approval, 
maintaining that natural selection was not inconsistent with natural 
theology, his more influential colleagues, Louis Agassiz and Francis 
Bowen, quickly disposed of the book as rubbish and atheism from 
the standpoints of metaphysics and physical science. 

Darwin’s method was bound to be irreligious, said Professor John 
Bascom of Williams, for it “systematically rejects everything but 
physical causation.” ? 

Bowen denounced Buckle and the rest of the English “philosophi- 
cal radicals” for adopting degrading views of human nature and 
showing a “contemptuous disregard of the feelings and opinions 
which a vast majority of their countrymen hold sacred.” They re- 
gard men as only thinking machines, as uniformly selfish, whereas 
the mass are really guided by turbulent passions.* 

John Fiske, while attending Harvard, was caught reading Comte 
in church, and Bowen wanted him suspended for a year for har- 
boring reprehensible ideas. Punishment was limited to public ad- 
monition, but Fiske was warned that if he spread his “mischievous 
doctrines,” he would be instantly dismissed.* 

Jefferson was being denounced by respectable opinion as much 
in the North as in the South. Lieber and his disciple, President 
Woolsey of Yale, were not alone. The Continental Monthly, a strong 
supporter of the Administration, said, “From Jefferson through Cal- 
houn to Jefferson Davis, the diabolic succession of conspirators is 
complete.” 

The Reverend Julian Sturtevant, president of Illinois College, pro- 
fessor of mental science and the science of government, including 
economics, influential in the councils of the state Republican Party 
and friend of Lincoln, informed the Yale alumni at their first war 
commencement that the most dangerous vice of the day is the dis- 
position to substitute the will of democratic majorities for that of 
justice and the will of God. This reflects itself in the “great lack of 
the spirit of loyal admiration and reverence for a strong and ener- 
getic government.” Because of past prosperity, the populace be- 
lieves that we have almost no government, and should continue so. 
Foreigners are rightly disgusted with our attitude. Any discipline 
which would eliminate this notion would be good.° 

Here and there a respectable voice did question the familiar thesis 
that the people, being easily corrupted by politicians, were not ready 
for universal suffrage. They were especially impressed by the sup- 
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port of the foreign-born for the northern cause. The conservative 
Charles Loring Brace declared: 

“Now, in the hour of our peril, when the Southern demagogue 
counted on treason from the poor foreigner, even as he had found 
it among his own wealthy countrymen, at the first shot of our flag, 
we find the foreign-born rising, if possible, with more enthusiasm 
and patriotic self-devotion to defend the Republic than our own citi- 
zens.” Henceforth the blood of the foreign dead on this soil conse- 
crates universal suffrage “while the American nation endures.” 7 

The higher learning in the North left no doubt of its patriotism. 
Wendell Phillips put it mildly when he said: “Scholarship sat dumb 
for thirty years, until imminent deadly peril convulsed it into action, 
and colleges in their despair, gave to the Army that help they had 
refused to the market place and the rostrum.” § 

Short shrift was given any dissenter; aggressive action was ex- 
pected and enthusiastically given. Professor Francis Lieber of Co- 
lumbia wrote patriotic songs, organized a propaganda society, and 
denounced those who cited his works opposing the rigorous meas- 
ures of the Administration in suspending habeas corpus. He called 
on the merchants as men who know that “great and constant accu- 
mulation of wealth is requisite for modern civilization” to stand 
united against the absurdity of secession.® 

But not until the exigencies of war had forced Lincoln to issue his 
Emancipation Proclamation did any large portion of respectable 
people hold that the slaves should be freed if the North won. Of 
course, in the border states, such as Kentucky, students of the social 
sciences among others were careful to defend slavery while con- 
demning secession.”° 

Sturtevant spoke for respectable sentiment when he declared in 
1861 before the Yale alumni: ‘The relation of the white man, the 
heaven-appointed lord of our soil, to the African, hewer of our wood 
and drawer of our water, will be adjusted on principles of equity 
and mercy to both.” ** 

After the Emancipation Proclamation, Sturtevant elaborated this 
last point along Daniel Raymond’s lines. Emancipation, he said, in- 
stead of leading to political and social equality of the blacks, as is 
foolishly feared, will eliminate the blacks. This will happen because 
the blacks will be exposed to the beneficent civilizing law of com- 
petition which, being based on the sacredness of property, is the test 
of value. Competition increases the population from the virtuous and 
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frugal, the healthy and strong in body and mind; not from the weak, 
degraded, indolent, and broken down. This is accomplished by the 
law of wages which declares that in every society there must exist 
at the bottom of the social pyramid a class which propagates only on 
pain of starvation and death for its offspring.” 

Henry Carey, after explaining, as might have been expected, that 
secession was a legitimate child of the free-trade policy, called for a 
policy toward the South “that shall fill the South with mills, fur- 
naces, with shops and northern men, and then the slave will become 
really free while his employers will become rich and the nation 
will become independent.” ** 

Sturdiest opposition to the war came from the West and most 
strikingly from the old Democratic leaders who in the name of Jeffer- 
son and Jackson had fought the “moneyed aristocracy” of the Bank 
of the United States and proudly proclaimed themselves revolution- 
ists intent on establishing democratic principles on the entire Ameri- 
can continent by conquest and annexation. They called on con- 
servative Republicans to join the Democrats, because the Republican 
Party is run by fanatical radical abolitionists bent on revolution and 
vengeance. The sovereign states must not be crushed, and peace must 
be speedily made for the sake of protecting popular government and 
constitutional guarantees from the autocratic national Administra- 
tion. “Every white laboring man in the North who does not want to 
be swapped off for a free nigger should vote the Democratic ticket,” 
exclaimed William Allen of Ohio.'* 

But Democrats were not the only westerners opposed to the war. 
Ezra Seaman of Ann Arbor, Michigan, in the first edition of his 
Essays on the Progress of Nations (1846), had complained that the 
country was in depression because of “the glorious system of free 
trade which the nullifiers have long been sighing after.” In 1863, 
however, he was willing to grant almost all the demands of the slave- 
holders if they would remain in the Union. 

In his Commentaries on the Constitution and Laws, Peoples and 
History of the United States; and Upon the Great Rebellion and 
its Causes, he proceeded to read the North a lecture on the “sacred 
doctrine of non-intervention.” This principle, he wrote, recognizes 
the equality of nations, the right of each to form its own gov- 
ernment and change it at pleasure, free from outside interference. 
The safety and security of small and weak nations depends on this 
principle and on the “public opinion of Christian nations” to pro- 
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tect them from the aggression of more powerful neighbors. The 
principle of non-intervention is also the cornerstone of religious lib- 
erty and American Protestantism. The federal government, founded 
on the “sovereignty of the people,” is also based on the principles of 
non-intervention, with state governments in exclusive charge of 
municipal legislation and powers except for those specifically granted 
to Congress. 

The Constitution, he continued, does not guarantee religious lib- 
erty, freedom of speech and press in the several states. It simply 
prohibits Congress from passing laws. impairing these freedoms. 
Congress cannot prohibit the states from abridging these liberties. 

Southern states have passed laws prohibiting education to slaves 
and even free blacks, but the national government cannot interfere 
without violating the sovereignty of the states. The southern peo- 
ples unanimously regard efforts of the abolitionists to force their 
opinions on the South and to establish schools for the blacks there, 
as infringing the rights of the southern peoples to govern them- 
selves. So they have passed severe laws to protect themselves. Of 
course, we may condemn them, but we cannot deny their right to pass 
such laws. All such interferences produce more evil than good. 

At the same time, he had no objection to the United States taking 
Mexico and Central America as a “protectorate.” They would get 
protection and security, and the United States would get the “ad- 
vantages of their commerce, and a theatre for our young merchants, 
teachers, professional men and politicians.” Of course, the areas were 
never to be admitted into the Union as states equal to the others, for 
no people of the torrid zone was fitted for self-government or capa- 
ble of maintaining republican institutions like those of our states. 
“We believe they are fitted only for subordinate territories or prov- 
inces of a foreign government, or for a military monarchy.” 

The old “radical” thinkers showed themselves quite conservative. 
Josiah Warren declared in his True Civilization (1863) that the 
American states were under an unqualified despotism brought about 
by the vote of majorities; that the war had arisen in good part be- 
cause northerners had erroneously assumed that the whole South 
subscribed to the sentiment expressed by a southern paper “that 
slavery is the natural and normal condition of the laboring man, 
whether black or white.” The inalienable right of sovereignty “prop- 
erly understood, said Warren, is a great and final solution of all... 
strife,” but it might work disastrously among an ignorant population 
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without preparation, as were the slaves. Therefore the reasonable 
northerner would say to the southerners, “While I assert the right of 
freedom to all slaves, black and white, I will exert myself to foresee 
and prevent, as far as possible, all unnecessary violence to you from 
slaves or from any other source.” 

Strangest of all were the antics of the Ricardian socialist John 
Bray. He had bitterly denounced slavery in his Labour’s Wrongs 
and Labour’s Remedy, but now in an anonymous anti-war pamphlet, 
American Destiny: What Shall It Be, Republican or Cossack? (1864) 
he not only defended the right of secession as the cornerstone of a 
true republic, but he also supplemented his old arguments against 
wage slavery with familiar pro-slavery arguments to denounce eman- 
cipation. 

The anti-slavery crusade is only one phase of the spirit of cossack- 
ism which has recently swept over the North and made it lose 
sight of the original principles of our government, he wrote. Thanks 
to the unscrupulous designs of scheming politicians and the system 
of popular suffrage, it has become an axiom that the majority has a 
right to govern on all subjects, and that the minority has only the 
right of submission. The assumption of power by the majority to 
govern the minority in matters private and personal, such as slave 
property, would justify the horrors of the French Revolution and 
every agrarian change and outrage which a starving majority might 
determine as necessary for its benefit. It gives rise to the cries that 
“property is robbery” and “the gains of the rich are the losses of 
the poor.” 

If a northern majority has the right to control the southern minor- 
ity and declare what shall be held as property, what is to prevent 
the disposal by the same majority and in the same manner of the 
factories of Lowell and Manchester, and every other accumulation 
created by the labor of masses? Even if it be granted that slavery is 
a relic of cossackism and out of place in a republic, how much does 
such slavery differ in its results from that of the people of countries 
cursed with a moneyed aristocracy supported on the interest of a huge 
national debt caused by the senseless wars of the past? 

The world is full of wrong, but slavery is not the worst. The per- 
sonal liberty accorded the individual determines the state of the peo- 
ple, not the mere external form of the government. There is at least 
as much liberty in France under the present empire of Napoleon Ill 
as under the Republic, but there is more safety to life and property. 
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Since the status of the people advanced, the change from a republic 
to a monarchy was not retrogression but progress. 

Future ages will wonder at the blunders of a great free and 
wealthy people’s forging fetters for themselves and wasting their 
blood and treasure in an attempt to suppress self-government and 
change the name by which the black race among us shall henceforth 
be called. 

The war is anti-Christian because its proponents advocate the di- 
vision of all rebel property among the blacks. This crushing of the 
dominant superior white race cannot elevate the Negro, and it would 
destroy at once every element of national prosperity. The natural 
state of the black in every warm climate is nakedness and indolence. 
The free black would raise just enough for existence. The cultivated 
plantations would return to the wilderness. Capital would disap- 
pear. No commerce would exist because there would be no surplus. 
Manufactures would cease. The northern ships would rot for lack 
of commerce, and the factories be silent for lack of customers. 

In a sense Bray’s pamphlet was consistent with his earlier treatise. 
He later explained in his autobiographical sketch that the remedy 
he had originally suggested for Labour’s Wrongs was universal co- 
operation between capital and labor in all occupations, voluntarily 
or by force, the substitution of paper money for specie, and the 
abolition of interest on loans. 

The former Chartist John Campbell eventually followed the 
majority of “reformers” on slavery. On the outbreak of the Civil 
War he bitterly denounced those Democrats who refused to support 
Lincoln’s Administration. He called himself a Douglas Democrat— 
that is, a believer in the right of the territories to decide for them- 
selves whether to have slavery; and he denounced the Breckenridge 
Democrats who had called for toleration of slavery in all territories. 
Campbell declared that he was no “advocate of black republican- 
ism,” that a good deal of the dissension arose from the “foreign in- 
fluence” of English aristocrats, orators, pseudo-philanthropists, who 
“have been endeavouring to undo the work of almighty God; they 
have been trying to make a public opinion that the Negro race ought 
to be placed upon an equality with the white.” England preached 
abolitionism to safeguard her monarchical institutions and to do the 
United States mischief. But southern secessionists had raised the 
black and bloody flag “to destroy the best system of government 
that was ever founded in the ingenuity of man,” and those northern 
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Democrats who refused to support Lincoln and his Administration 
were traitors.'® 

Of course, as he wrote one government official at home, “nothing 
will tend to make your Administration more popular than to turn 
out every tool of the late Buchanan dynasty and appoint some of the 
supporters of the late Senator Douglas to office under you.” *° 

But as the Administration moved toward the Emancipation Proc- 
lamation, Campbell became the publisher for the “Copperhead” ef- 
fusions in Pennsylvania, and the very newspaper that had published 
his denunciation of “traitors” reminded him that the “men who 
shouted for Douglas are now shouting for the men who hunted him 
to his grave.” *7 

He informed former President Buchanan that Buchanan’s critics 
were “black republicans” and base ingrates, and that it would be a 
feather in his cap as a publisher if he could have the honor of pub- 
lishing Buchanan’s reminiscences.** 

Old Loco-Foco leaders were also to be found in this camp. There 
was the case of John Hale Hunt. In the early days the Loco-Focos had 
hailed him as their great theorist. He was, they said, one of the “most 
ultra of democrats in all his principles,” and his abilities “should place 
him in the front rank of the Democratic Party; but such a man cannot 
be made a tool of those who get up candidates for the people, 1.e., the 
pettifoggers of politics.” *° 

Hunt did not achieve political prominence, but he remained an 
“ultra democrat.” Now in 1862 he presented a program for the 
achievement of what he called “perfect democracy.” The medium 
was his anonymous The Honest Man’s Book of Finance and Politics, 
which was printed by John Windt, the close associate of George 
Henry Evans. In this anti-war and pro-South treatise, Hunt still 
denounced excessive government powers, usury, land monopoly, the 
love of mammon, and the oppression of labor. As before, he attrib- 
uted these evils to the “credit system” or the “aristocracy”’ of banks 
with note-issuing power. The immediate remedy would be simply a 
gold standard, with the units of coin arranged in a decimal currency 
“having for its standard unit so much gold as one average day’s work 
by a man of average skill and strength ordinarily produces.” 

To achieve and safeguard this “perfect currency” requires the 
establishing of a “perfect democracy.” This in turn calls for revision 
of the principles of admission to the electorate. “Homogeneousness” 
is one essential. To attempt to yoke together under the “same 
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olitical helm” whites and blacks—that is, to treat them equally 
politically—is like yoking together the “honest and knavish, savage 
and civilized. It is . . . contrary to Democracy to disregard distinc- 
tions that are real. ... When a country is peopled by different 
races, it is for the interest of all that it should be governed by its most 
advanced race; the rule of inferiors being intoxicating to them and 
debasing to the ruled.” There was no question to Hunt that “aliens 
have no right to meddle with the functions of the government that 
shelters them.” But there are two kinds of aliens: those who are “aliens 
in consequence of the place avhere, and those who are aliens in con- 
sequence of the race whence, they were born.” The former class can 
be naturalized, but not the latter. 

A second essential for determining who should belong to the 
electorate is “a fixed interest in the country’s welfare,” which means 
property ownership. A third essential is the “power of self-support 
and self-control.” It is both foolish and cruel to “thrust the cares of 
state upon men who cannot carry their own weight nor preserve their 
own independence; and the political powers confided to such are sure 
to be usurped or controlled for dishonest purposes, by knaves and 
trucklers.” 

The “revolutionary fathers” of New York, who were lovers of 
justice and freedom and not demagogues, were not afraid to acknowl- 
edge these principles. So they inserted in the state constitution free- 
hold qualifications for the electorate. Consequently “our best and 
bravest intellects were to be found in the legislature and the standard 
of political morality was many degrees above the state prison level or 
the level that prevails now.” : 

But in 1822 our “false democracy attacked the vitals of Democracy, 
the sole safe-guard of electoral purity, by abolishing the freehold 
qualification and entrusting the governing power to the anarch Every 
Body. . . . We reversed the true order of things, giving to the weak 
and foolish paper power instead of true service and protection.” 

So Hunt proposed, in the spirit of the old state constitution, that the 
propertyless should be disfranchised and that the higher the office, 
the greater the property qualification for an elector. Citizens who 
were at least thirty years old and possessed freeholds worth at least 
five hundred days’ work would choose the governor and senate; 
citizens who were twenty-one years old and had a freehold worth at 
least one hundred days’ would choose the assembly. To the elected 
governor, lieutenant governor, and senate should be given the power 
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to appoint the other officers who are now elected, such as judges. The 
electors, he said, are incompetent to judge the proper qualifications 
of “professional men,” as these officers should be. The new qualifica- 
tions for electors, would “confide the more important and more 
delicate governmental powers” to the ablest and best class of men, “to 
those who would have least to gain, and most to lose, by any iniquity 
of government.” It would give the junior freeholders ample power to 
protect themselves against any possible attempts at partial legislation, 
also the advantage of much practical tuition and experience in the 
conduct of public affairs before the weightiest public business could 
devolve upon them. The scheme therefore would tend, as does “every 
true social distinction, to foster a spirit of magnanimity and mutual 
respect.” It would open the way to a “healthy organic national life; 
for, so long as the constituent atoms of the social chaos remain unas- 
sorted”—that is, not arranged hierarchically—“life of any sort (un- 
less we call turmoil life) is impossible.” 

To prevent despotic party control, every voter should be required 
to give his vote by voice or by a signed document. Such publicity 
would not militate against the independence of the voter. “What sort 
of ‘independence’ must that be, which fears to show its face on its 
own premises, by day-light?” 

Under this simple arrangement government would cease to be a 
“war club of party; for, with an electoral body thus constituted, the 
Working Men and Saving Men of the country—the great Producing 
Interest—would soon be the RULING INTEREST, and then poli- 
ticians would become as peaceable, as free from the spirit and claptrap 
of Party as the mathematicians have been for the last six thousand 

ears.” Perfect democracy would thus be achieved. 

“That only is a Perfect Democracy, or Government of Manliness,” 
which subordinates “Quantity to Quality, and Numbers to Good 
Sense and Virtue. (God, though in a minority of one, morally out- 
numbers all the devils.) Democracy puts power in the right hands, 
instead of all hands.” 

The prevailing counterfeit democracy is based on the “confound- 
ing of Equity and Equality. . . . The holy truth, that God regards 
and rewards all men impartially, has been twisted into a notion that 
‘all men are born equal’ and therefore sin against right whenever they 
raise themselves above anybody, either in industry or temperance, or 
modesty, or any other virtue. . . . We have made Equality a sort of 
moral swill-tub, into which all must be plunged without regard to age 
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or sex, color or character. . . . Thus our past efforts to establish a 
Democracy, have only resulted in an Aristocracy of Baseness.” 


Meanwhile Karl Marx supported the Union and emancipation. 
From London his International Workingmen’s Association congratu- 
lated Lincoln on his re-election. Lincoln’s enthusiastic reply was 
naturally made public, and Marx could write his collaborator, Fried- 
rich Engels, that the fact that Lincoln has “replied to us so courteously 
and to the ‘Bourgeois Emancipation Society’ so rudely and purely 
formally . . . has made such a stir here that the ‘Clubs’ in the West 
End are shaking their heads over it.”128 

The material exegencies of war had to square with old commercial 
principles. The government had to resort to a draft to raise troops, 
but service could be avoided by providing a substitute or three hun- 
dred dollars. Members of Congress declared that commutation of 
services was essential so that the war should bear as lightly as possible 
upon the country’s productive industry. James G. Blaine declared 
in Congress that substitution is essential for the benefit of the “great 
‘middle interest’ of society ... on which the business and the 
prosperity of the country depend.” As in previous wars, trading with 
the enemy could even go on legitimately. Agents of the Treasury 
could go beyond the lines of the Army in certain cotton districts, 
paying two-thirds of the purchase price in currency and one-third in 
supplies, not contraband. However, pressure was constantly being 
brought to extend the trade or make it “freer” in the sense of letting 
the enemy receive a negotiable form of payment. 

Edward Atkinson, with the aid of John Murray Forbes, Boston 
merchant and railroad executive, persuaded Congress to allow greater 
freedom to this trade under the guise of a measure that “all cotton 
seized by the military or naval authorities, shall be delivered to the 
officers of the Treasury and vouchers shall be given to the owner or 
claimant” of such cotton, entitling them to payment at the end of the 
war in United States bonds. When Lincoln vetoed the bill, Forbes 
wrote Atkinson in disgust, “I could have wrung his [Lincoln’s] long 
neck! I suppose the cotton speculators around him were too many for 
hin? 

In 1864 Congress passed an act allowing contracts to be made in 
foreign countries in which immigrants pledged their wages on any 
other property they might acquire to pay for transportation. Under 
the act the American Emigrant Company was incorporated in Con- 
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necticut. It had capital stock of $1,000,000 supplied by bankers, em- 
ployers, and politicians. It was endorsed by the former Secretary of 
the Treasury and then Chief Justice Salmon P. Chase, the Reverend 
Henry Ward Beecher, Charles Sumner, and Henry Carey. An ad- 
vertisement declared that arrangements were so complete that any 
kind of labor could now be obtained in any numbers and at reasonable 
cost.?? 

At this time economists made it quite clear that trade unions con- 
stituted vicious interference with the law of competition. Combina- 
tions both of labor and capital, exclaimed Bascom in his ““The Laws of 
Political Economy in Their Moral Relations,” have sought to interfere 
with “the free action of intelligent self-love.” Combinations of capital 
to reduce wages are of little concern because they have little sym- 
pathy, and few justify them. But a strike for higher wages, “springing 
as it frequently does from urgent necessities and affording the only 
apparent remedy, often enlists the benevolent interest which weakens 
just claims, and blinds the judgment to the real results.” Such violent 
interference by labor with the “natural relation” is not only immoral 
but futile, as all economists have shown. 

Likewise, trade-union restrictions or strikes are vicious attempts at 
monopoly; for, where all have the equal rights of free competition, 
success goes to the laborer with superior intelligence, economy, and 
integrity. The workman bred by ignorance, poverty, and lack of 
trustworthiness to a single occupation and place must endure all the 
disasters which those circumstances may bring upon him. “The world 
is a severe school of forethought, and when it scourges the culprit, he 
shall not escape.” Even private charity is generally bad. In the 
march of an army, the humanity which prompts us to relieve the 
diseased fallen is “less wise, than the requisitions which enforce a more 
thorough observance of the conditions of health, and cut off weak- 
ness through the hardy vigor of judicious discipline.” The charitably 
inclined should remember that “men perish under law, not less than 
live under law.” ** 

The noblest charity, Sturtevant maintained, was for the wealthy to 
endow private corporations of learning. This would also satisfy that 
divinely implanted desire of all men to obtain the good will and esteem 
of present and future generations, but any charity to the poor could 
only neutralize the law of self-help and competition. Such contribu- 
tions for learning would not be a serious drain on business capital, for 
“swe think there can be little danger, that a people as calculating, so 
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intensely money-loving and money-getting as we are, will withdraw 
more than a reasonable share of their capital from active business, for 
the erection of such edifices.” On the other hand, he deprecated state 
control and administration as too unstable.” 

Sturtevant soon found that the money-loving business community 
had more use for its funds in the inviting financial opportunities of 
the day. So with attendance at his college down to almost zero, he 
went on a mission to England to plead for the northern side. 


As in the country’s previous wars, the problems of finance were 
paramount. Lincoln’s first Secretary of the Treasury, Salmon Port- 
land Chase of Ohio, was a New Englander by birth and education, a 
good Hamiltonian, and a western progressive of the Lincoln stamp in 
everything from a tariff to a national bank. He had opposed Jackson 
and had enlightened readers of the pro-bank Azmerican Quarterly Re- 
view in 1832 with the opinion that America would reap the benefits of 
the factory system and none of its evils.*° 

On the outbreak of hostilities, the government got loans from the 
powerful eastern banks, the “associated banks of Boston, Philadelphia, 
and New York,” as they were called. But the banks quickly enough 
suspended specie payments, and the government resorted to financial 
expedients which would do the least amount of tampering with 
private enterprise, short of losing the war. A low income tax, paying 
smal] regard to the principle of progression, was passed; but it yielded 
little revenue during the war, and a substantial part of it went for 
bounty money for recruits. Excise duties were restored on a large 
scale, and tariff duties tripled. 

Loans were, of course, expected to be the chief source of revenue. 
But Chase and Congress broke with one great precedent: that the 
government must not issue legal-tender paper. New York capitalists, 
led by George Opdyke, then mayor and good friend of Chase, 
presented a memorial to Congress in January 1862 that the govern- 
ment paper must be made legal tender in order, among other things, 
to maintain government bond prices and furnish the Army with 
supplies.** The act authorizing greenbacks, as the paper was called, 
provided that interest on the public debt and import duties be paid 
in specie. 

Chase finally realized his dream of a national bank when Congress 
in 1863 established a national banking system, ostensibly to furnish a 
market for government bonds. It was based on the New York free- 
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banking system. Banks chartered by the federal government were to 
be government depositories and share in the issue of a fixed amount of 
national bank notes secured by federal bonds. The powerful eastern 
banks at first opposed the system. Supported by the leading hard- 
money economists, they asserted that it was Jackson’s scheme of pet 
banks, and that federal charter would mean government interference. 

“A Member of Congress” was incensed that the New York Clear- 
ing House Association should declare that the scheme was for setting 
up wildcat banks in the small villages of the West. They fail to 
mention the new $5,000,000 national bank now being organized by 
Mr. Opdyke with the support of Peter Cooper in Wall Street. 

The critics are committing suicide in asserting that the national 
bank currency would mean that the government and the country 
would be paying interest for notes that are now non-interest bear- 
ing—namely, the greenbacks. If this is so, then the state bank notes 
ought also to be withdrawn, for the profit of their circulation accrues 
to the stockholders of the banks without any benefit to the govern- 
ment or to the people; and to the extent of the gain obtained by the 
state banks, an equal amount of benefit in the circulation of the legal- 
tender notes and of the national currency is filched from the govern- 
ment and the people. 

Would not the withdrawal of the notes of state banks from circula- 
tion have an equal if not a greater effect in checking the depreciation 
of the currency as the withdrawal of the same amount of legal tender 
or national bank notes? The government’s loss in interest through the 
national bank currency is more than repaid in a stable currency and a 
lower interest rate on loans both to government and business, and by 
the avoidance of depreciation of bank notes, of premiums on do- 
mestic exchange, and of local bank failures.?7 

A federal tax of 10 per cent on state bank notes and allowing banks 
to retain their old names helped to bring over leading banks to the 
system. Amasa Walker was the first of the hard-money economists to 
reverse himself and favor the national banking system, once it was 
established.7® 

As in the Revolutionary War, businessmen and economists sup- 
ported the use of loans and legal-tender paper rather than heavy taxa- 
tion to finance the war. The wisdom of Alexander Hamilton was 
cited by writers to show that government outlays and public debts 
create capital and make trade brisk. 

David Ames Wells published an extremely popular pamphlet, Our 
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Burden and Our Strength (1864), in which he argued that England 
with a proportionately greater debt had done wonders, that the in- 
creasing debt of the United States would be only a slight burden if 
any, because the rapid accumulation of capital, labor-saving devices, 
and a permanent protective policy were multiplying the productive 
capacity of the nation. 

Atwater maintained that speculators, and not so-called currency 
inflation, caused the great increase in prices. The greenbacks gave 
confidence to business. Business debts were more easily paid. Business 
was further stimulated because at first the rise in prices was not offset 
by a rise in the cost of production. If government and the banks had 
tried to maintain specie payments, the result would have been crises 
and panics because the imports would have drained gold from the 
banks and thereby prevented loans to government and business. At- 
water added, however, that the government should always attempt to 
limit its issues as closely as possible to the normal specie standard. So, 
for instance, it should issue more bonds, as it was attempting to do, 
instead of greenbacks.”® 

Alexander Bryan Johnson, who later became a “Copperhead,” early 
praised the legal-tender notes; but, he said, the government must at 
the same time always provide a profitable use for the notes in the form 
of government securities. Otherwise the notes become a kind of 
forced loan without interest, and thus the worst conceivable means 
of obtaining money except taxation, which is a forced gift. This 
means also that government should pay a high enough interest for the 
money it wants instead of creating unproductive capital. 

The loss in manpower caused by the war is overbalanced by this 
creation of capital, Johnson said. On the other hand, the men in an 
army are to some extent drones in private life and produce much less 
capital in the aggregate than they receive from the government in 
pay, subsistence, and clothing. Since this receipt from the govern- 
ment is represented by public stocks, the national capital is increased 
to a greater extent than in times of peace. This explains in part that 
practical paradox: that modern wars, instead of impoverishing a 
country, increase its wealth. The stimulated activity evoked by the 
government’s war consumption produces more capital than in times 
of peace. The destruction of capital occasioned by the conflagration 
of Moscow aroused a creative activity in Russia which soon com- 
pensated for the destroyed capital, and has continued in active opera- 
tion.®° 
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Even Walker, who had always preached for hard-money, acknowl- 
edged in Congress that greenbacks were necessary; but to prevent in- 
flation, he thought the government should place even greater reliance 
on interest-bearing treasury notes and offer a higher return on bonds 
than 5 per cent. 

Promoters and promoter-minded economists kept up an unending 
chant on the virtue of the greenbacks. The convention of the incor- 
porators of the Pacific Railroad, of which Ruggles was a prominent 
member, applauded a speaker who said that government paper money 
has created an easy money market and thereby funds could be ob- 
tained in this time of stress to take advantage of the magnificent gov- 
ernment land grants and other aid in the form of bonds. The French 
overturned the monarchy with assignats; England beat Napoleon by 
paper. “Paper and credit have built our cities and railways, paper and 
credit are now fighting the greatest battle ever waged for national 
existence.” Gold is a nuisance, and the suspension of specie payments 
has reduced it to its natural status as a commodity.** 

Edward Atkinson, a leading New England cotton manufacturer 
and promoter, argued that “cheap money and cash trade has been 
heretofore the great advantage of the English. ” 32 He demanded in 
1865 that the country have a secretary “who really believes a green- 
back to be as good or better than gold.” Then the people will believe 
it, and their faith will make it true.** 

Henry Carey, in his The Currency.Question (1865), attributed the 
great prosperity to the greenbacks and protection, for these enable 
the government to pay its debts and provide the necessary circulating 
medium. The option of turning the greenbacks into bonds bearing 
specie interest provides a perfect safety valve. More specifically, he 
opposed increase of taxes and wanted greenbacks along with loans so 
as to prevent money from becoming tight. 

His disciple, E. Peshine Smith, then holding an important post in 
the office of Secretary of State Seward, was rather disturbed that 
the government, through the “Gnflation,” would actually be paying 
more in higher prices for goods than in any possible savings or interest 
on loans. But he felt the responsibility for the inflation might be 
thrown on the banks. Congress, he wrote in 1864 to Carey, should 
next year levy a tax on discounts to prevent the inflation.*4 

The astute Stephen Colwell performed in his usual manner as he 
pushed his ideal of an inconvertible currency controlled by the 
powerful eastern banks. 
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Even before the passage of the greenback measures, Colwell saw 
their necessity. In an article in the Bankers’ Magazine in January 1862, 
signed “Philadelphia,” he came out for “a Currency of Treasury 
Notes.” The government could obtain its necessary loans more easily 
by making an issue of paper, for this would quicken the pulse of in- 
dustry, increase the facility of collecting debts, and render it less 
difficult to withdraw public money from the channels of business and 
devote it to the services of the public. A national paper currency is 
both desirable and economical if issued under the control of the 
leading banks. The banks would receive the government currency 
for all debts and on deposit, and the banks would pay it out in place 
of their own notes to prevent the evil of an uncontrolled government 
currency. The government, of course, would give assurances that 
it would not be issued more rapidly than might be agreed upon with 
the banks from time to time. The government would pay all expenses 
incident to circulating the currency and also pay the banks for aban- 
doning their own notes. 

The government would pay its expenses in treasury notes, to 
which the bank would give increased currency by receiving them 
and paying them out again as they would their own notes. With dis- 
creet management the system would pay its own expenses, pay the 
bank for its agency, and leave a good margin of profit to the public 
treasury. It would protect the banks in time of commercial convul- 
sions and enable them to weather the storms without those violent 
contractions which are dangerous to every commercial and industrial 
interest. 

While the first greenback bill was pending in Congress, Colwell, 
through editorials in the influential Philadelphia North American, 
gave it enthusiastic support, but he still wanted the ‘‘associated” 
banks to be paid to manage the business. If legal tenders are not issued, 
then the government must glut the market with loans and huge dis- 
counts. But a whole people confident in the solvency of whatever the 
government may issue are anxious to use its notes at par in all mon- 
etary transactions, and most of the western states would be greatly 
relieved by the opportunity. The only difficulty would be in the cities 
“towards which money tends in large payments and whose business is 
after all, the basis on which all business in the country rests.” 

He wrote the leader of the greenback forces in the House of 
Representatives, E. G. Spaulding, the Buffalo banker, that the city 
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banks could enlarge their discounts by the use of the legal tenders 
beyond what they could safely do on their own circulation. “But I 
regard their hearty co-operation in maintaining the issue” as so im- 
portant that it would be worth while for government to pay them 
“for the services they can render.” *° 

As the greenbacks depreciated, Colwell, as might have been ex- 
pected, declared that “gold is up, the currency is not down.” In an- 
other influential newspaper, the Philadelphia Press, in 1863 he said that 
the paying and purchasing power of the greenback is fully equal to 
that of gold three years ago, “making allowance for facts and cir- 
cumstances and changes which neither gold nor currency has any 
influence in producing.” In fact, the increase of currency thus far “is 
under and not in excess of the legitimate wants of the loyal states.” 
But, of course, it requires the commercial knowledge, skill, and ex- 
perience of practiced bankers to manage a full circulation of paper 
money. With such management a large amount may be issued without 
the evils of depreciation; but if this management is lacking, even a 
small issue would be dangerous.** 

In a signed article that appeared shortly after Chase’s resignation as 
Secretary of the Treasury in 1864, Colwell argued that whatever 
errors Chase committed were traceable to his failure to rely on the 
powerful eastern “associated” banks—those of Boston, Philadelphia, 
and New York. Chase refused their legitimate request to be made 
depositories of the government, wrote Colwell. This, of course, 
would have required a change in the Sub-Treasury Act, but it should 
have been obtained. They should have been made the distributors of 
the loans. True, they suspended specie payments, but this was done to 
prevent foreign enemies, domestic traitors, and the rebels themselves 
from disturbing our public finances, destroying private credit, and 
spreading commercial alarm. 

The issue of legal tenders was also a necessary measure, but Chase 
should have arranged with the associated banks to control the extent 
and mode of circulating the treasury currency. This failure accounts 
for the great rise in the gold premium which the proponents of the 
absurd quantity of money theory, in contrast to the popular voice, 
attribute to paper. By letting the powerful banks drift away from the 
service of the government, Chase made their vast resources available 
to the speculators in gold. Naturally, the banks opposed Chase’s 
national-banking system measure, especially since it was to tax their 
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circulation out of existence without any compensations to them. But 
there must be a sound national-banking system to cope with the 
extraordinary demand for specie for export at various times. 

In England the difficulty is partially met by the Bank of England’s 
control over the rate of interest and the whole money market. So Col- 
well suggested radical “amendments” to the National Banking Act to 
achieve the English organization in the United States. These were, 
first, that any parties may incorporate a bank provided they bought a 
minimum of $1,000,000 of government bonds of any one loan as secur- 
ity for deposits. These banks might transact all the usual banking busi- 
ness except note issue, and they were to be employed as government 
depositories as occasion warrants. Second, he again proposed his 
scheme of making bank notes and deposits payable only on the matu- 
rity of the loans which gave rise to them. Third, the leading banks— 
the “associated” banks—should be employed along with the national 
banks as agents of the Treasury. The capstone of the scheme was his 
old national bank, which should form a part of the national-banking 
system as soon as the leading city banks were included in it. He now 
called it a “great bullion bank” in which large sums could be deposited 
and transferred by check. Of course, New York would be the one 
depository. The banks and the government would be the chief de- 
positors. 

As for financing the war, government should rely primarily on 
loans. Borrowing takes only from those who have spare funds. ‘Taxa- 
tion threatens to damage the poor—the industrious—for it tends to 
absorb the-country’s working capital. So taxes should be no more than 
is necessary for the government’s ordinary expenses, the interest on the 
debt, and 5 per cent for redemption of the debt. 

In levying taxes care must be taken not to obstruct the growth of 
manufacturing power. Thus the present tax of ten dollars a ton on pig 
iron is especially vicious. It is a great error to assume that large produc- 
tion implies large or even “living profits.” It is also a mistake to as- 
sume the manufacturer can generally add the tax to the price of the 
product. In most of the large manufacturing establishments, a fair 
profit is not realized every year, they prosper by obtaining large 
profits once in several years. Hundreds of thousands of tons of pig 
iron have been made during the last ten years on which the profit 
did not amount to the present tax of ten dollars a ton—indeed, on 
which nothing was made. 

Colwell’s ideal tax was 1/10 of 1 per cent on all payments of twenty 
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dollars and higher. The collection would be easy. The banks could 
collect one-half, perhaps two-thirds of the whole tax, at a service 
charge of % of 1 per cent.*? 

Proposed by Carey and supported by the Pennsylvania congress- 
men, Colwell was made a member of the all-important three-man 
commission set up by Congress in March 1865, to inquire and report 
on the best way of raising by taxation such additional funds as the 
government might require. The chairman was Carey’s disciple, Wells. 
At the same time, through Carey’s aid, another of his ardent disciples, 
William Elder, former physician, lawyer, newspaper editor, and 
popular lecturer, was made statistician in the Treasury. He had 
already informed the country that its great prosperity was due to the 
effect of the tariff and the gold premiums in keeping out foreign 
goods.** 

From the start, of course, there had been considerable opposition 
to the financial program of the government, but it came originally 
mainly from the minority party, the old hard-money democracy, 
which condemned almost in the same breath paper-money devices and 
the “vindictive” attitude toward the South. They argued that the 
legal-tender and the national-banking acts of the “radicals” that com- 
prised the Republican Party would lead to repudiation of the public 
debt. 

Among the leading theoreticians and pamphleteers of the group 
was a New Yorker, Alexander Delmar, who, like Justice Erich Boll- 
mann and Thomas Cooper, was a sort of encyclopedia of all knowl- 
edge, especially finance. His father had been a Treasury official; he 
attended private schools, then studied in England and in Spain at the 
Madrid School of Mines. Returning to New York in 1854 at the age 
of eighteen, he became a journalist. During the war he vociferously 
supported the “conservative” Democratic Party, denounced the “radi- 
cal” Republican Party, and stood for gold and free trade.** 

In the press, especially in the campaign of 1864, Delmar went to 
great lengths to portray the great “paper bubble” as the prelude to 
“the coming bank explosion.” Any man who votes the “Republican 
ticket” votes for the “slavery of white men, and the elevation of a few 
tyrants.” He went on to explain, “We have yet to learn, with an im- 
mense population of unemployed laborers, and destitute paupers, and 
a few arrogant money aristocrats, to what extent the great bubble of 
paper expansion is capable of being blown. Such are the class of men 
who form our loyal Leagues, such as those who send their wives to 
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crown redolent Negroes with martial bays, who drum their patriot- 
ism with unceasing clamour in the nation’s ear—a patriotism which, 
like the drum they echo it on, is both deafening and hollow.” *° 

At the same time, he and another fellow spirit, the youthful Simon 
Sterne, decided at the close of the war to start the New York Social 
Science Review: Devoted to Political Economy and Statistics. The 
editors complained that only a few of the country’s political econo- 
mists have principles which we can fully endorse, and these few have 
been the chief contributors. Among the selected contributors that 
the editors listed was at least one pseudonym used by Delmar— 
“Emile Walter, Esq.” Later, in 1867, he used the same pseudonym in 
his adaptation of Bastiat’s anti- -protectionist work, under the title of 
What Is Free Trade? but at that time the pseudonyn read, “Emile 
Walter, worker.” *! 

Interestingly enough, the editors saluted Herbert Spencer’s Social 
Statics as being the starting point of “modern Social Science” and 
playing the same foundational role for that comprehensive discipline 
as Adam Smith’s The Wealth of Nations did for political economy. 
Of course, they could not tolerate Spencer’s heresy that society 
should own the land, lease it out to the highest bidder, and employ the 
rent for the general purposes of society. Government, they said, is a 
bungler, and private property in land as in all things is essential to 
society because then only is the necessary inducement held out to 
use the land to the best advantage.** 

But Spencer’s general proposition of freedom for the individual 
from government restraint is the great truth, Delmar said. His con- 
stant praise of Spencer took the form of lauding him for holding to 
“free banking” and “hard money” as against the “agrarian, national 
banking system.” * 

As victory became certain in 1865, a growing number of econo- 
mists and businessmen increasingly disapproved of the issues of green- 
backs and the increase of the public debt. The business journals were 
now full of articles denouncing these policies as threatening the ruin 
of the country. They were especially disturbed that the government 
might not redeem the greenbacks and bonds in specie at the full 
nominal value. Such criticism was intended also to refute the cry for 
price-fixing. As a consequence, the objective was less an actual reduc- 
tion of government obligations and more the protection of “vested 
rights.” 

The loudest attack against the government policies came from a 
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new light in economics, a professor of mathematics in the United 
States Navy, Simon Newcomb (1835-1909), whose arguments were 
reminiscent of those of John Adams against Alexander Hamilton.** 
Newcomb was born in Nova Scotia of New England parentage. He 
was graduated from the Lawrence Scientific School of Harvard in 
1858. However, long before he entered Harvard in 1854, Newcomb 
had read Say, his first book on economics. He wrote that it was “quite 
a delight to see human affairs treated by scientific methods.” The 
effect of Say on Newcomb never wore off. 

Newcomb, who was famous in the exact science of astronomy, 
always discussed economics in the loose fashion of an extreme believer 
in traditional laissez faire. Economics, he warned, is a pure, exact 
science, to be studied “by the aid of human nature and sound logic.” 
Experience is of minor importance. Price-fixing is communism. 

On these bases Newcomb made a slashing attack on the national 
debt, the greenbacks, and the national-banking system. The govern- 
ment should in the future, as it might have done in the past, resort 
to heavy taxation, not to loans. But the type of taxes he advocated 
bore down directly on the laboring mass rather than on business 
enterprise. He would especially tax occupations—from $30 for an 
unskilled laborer to $100 or $200 for men in the liberal professions. An 
income tax in theory is the most just tax, but in practice it is unequal 
because of the difficulty of defining income. 

Had the government resorted to the banks and private capitalists, it 
could have secured sufficient loans and gold for all purposes. Govern- 
ment credit was low because of the opinion of the people as to its 
value, and all that the speculators did was wisely foresee the opinion. 

The government, by suspending specie payments, committed the 
grossest dishonesty; but he excused the prior suspension of specie pay- 
ments by the state banks on the ground that every taker of their 
notes always did so with that possibility in mind. This is so because 
the frequency with which the American banks have suspended specie 
payments has habituated the public to read every bank note with the 
mental reservation “if we do not suspend,” just as every promissory 
note contained the understood promise, “if I am able.” 

He reiterated that the National Banking Act made the sovereign 
right over the currency a free gift to the national banks and deprived 
the government of the profit of the issues. Likewise, the tax-exemp- 
tion privilege of government bonds is a free gift, but this privilege is 
not to be taken away from existing issues. The government suffered 
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a terrific loss from the issue of bonds. These are purchased with de- 
preciated greenbacks, but the government must pay in specie because, 
unlike private debtors, it can use the taxing power to redistribute 
wealth to pay the creditors. 

For good measure Newcomb finally warned that when the war 
ceases and the process of redeeming greenbacks and bonds in specie 
begins, debtors would unjustly suffer just as creditors have during 
the inflation. 

Furthermore, instead of preventing national convulsions, the debt 
may cause a political revolution. Irrespective of who originally held 
the debt, it will inevitably gravitate to the rich and frugal; but these 
few will be outnumbered by the taxpayers. On the same principles, 
the debt will gravitate from the West where capital is scarce, to the 
East where capital is plentiful. Since the western states hold more than 
half the political power, “how long before they will forget the mills 
and factories, and fences for which they have exchanged the debt? 
How long before we shall see a race of ambitious and unprincipled 
demagogues” seeking power by advocating “agrarian” measures to 
relieve the poor and western peoples of paying taxes to the rich 
easterners? *° 

Bowen congratulated Newcomb on his analysis. “A Professor of 
Mathematics in the Navy, . . . he shows the effects of sound mathe- 
matical training by his skill in analyzing the complex problems of 
finance.” He wisely carries his investigation of each point back to first 
principles, in other words, to “those maxims of common sense which 
everybody admits.” The country has gotten along well without 
a national bank since the issue was settled in 1841. But Bowen did 
feel that Newcomb was going too far in ruling out all government 
paper money. The trouble is that government has always been un- 
able to restrain its issues to the currency needs of the country.** 

Doubtless Newcomb and Bowen would have been disturbed had 
they known that John Stuart Mill had privately written that, while 
most Englishmen were appalled at the “financial recklessness, . 

I do not . . . see how you [Americans] could have done anything 
else in the way of finance.” #7 

Newcomb’s fears were already beginning to be realized. Edward 
Kellogg’s daughter published a new edition of her father’s book under 
the title, A New Monetary System, at the beginning of hostilities, 
and before the war ended it attracted many disciples. Most notable 
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was Alexander Campbell (1814-1898). For a time Campbell managed 
iron works in Pennsylvania, Kentucky, and Missouri. Beginning in 
the fifties, he was in politics in Illinois, serving first as a mayor and 
later as judge and congressman. Like Kellogg, he appealed to the “in- 
dustrial” classes, a rather wide category, but this entitled him to call 
himself a labor reformer and to appear at so-called labor congresses 
and meetings. He saluted Kellogg’s work as the “gospel of finance,” 
but proceeded to make modifications to fit the situation of greenbacks 
and public debt or, as the title of his pamphlet stated, The True 
American System of Finance; The Rights of Labor and Capital, and 
the Common Sense Way of Doing Justice to the Soldiers and Their 
Families; No Banks; Greenbacks the Exclusive Currency (1864). 

Under the Campbell scheme the notes were also to be legal tender 
and be interconvertible with bonds; but instead of a 1 per cent rate 
of interest for the bonds, and land or other security for the notes, the 
rate of interest on bonds was to be 3 per cent, and the money was to 
be issued simply in government payment for supplies and services. 

Kellogg had started out by supporting a national bank, but Camp- 
bell demanded that Congress repeal the shoddy banking system ““mis- 
called national.” Like the strong state banks, Campbell argued that 
every dollar of bank currency put in circulation necessarily replaces a 
like amount of greenbacks and increases taxes to pay interest on 
government bonds. The loans and the national-banking system are 
virtually exempt from taxation. 

His scheme, Campbell said, is adapted to the genius of our free in- 
stitutions. The people will have the power to determine the amount 
of currency necessary to transact the business of the country and in 
great measure to regulate the interest of capital. If the rate of interest 
rises above 3 per cent in legitimate business transactions, people will 
convert their bonds into greenbacks until the rate falls to 3 per cent. 
Every branch of productive industry will be quickened and we will 
achieve the permanent national and individual prosperity without 
which we cannot develop our great national resources and become 
self-sustaining. 

The economy of the system will enable the country to pay enough 
to induce men to become soldiers, and to compensate properly the 
widows and orphans. It will benefit the producers and distributors 
who furnish supplies by paying them liberally and greatly diminish- 
ing the burden of taxation. Most important of all, it will restore com- 
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mercial relations between all parts of the Union and give every citizen 
a pecuniary interest in preserving the government. It will require no 
aid from bankers, miscalled capitalists. 

To the argument that lowering the rate of interest would raise the 
price of all the products of labor and talent and thus would oppress 
labor, Campbell replied that if the product of labor is high, so will 
labor be. Keeping down prices by raising the rate of interest is simply 
robbing labor for the benefit of capital. 

Where Kellogg’s followers hoped to make every “industrious” 
man a capitalist through greenbacks, another “‘aborite” group hoped 
to achieve the same result through an eight-hour law. This group was 
led by Ira Steward (1831-1883), who was something of the same 
type as Campbell.** He based his point of view on the orthodox 
doctrine of Mill, that no remedy for low wages can be effective unless 
it causes a change in the habits and customs of the laborers. Over- 
worked man has no ambition to ask for more than will satisfy his 
bodily necessities. But more leisure will create motives and tempta- 
tions for the common people to demand more wages. When all ask for 
the same wages, no motive for refusing exists, since all employers will 
be in the same position. The change in habits will be too gradual to 
disturb commerce and enterprise of capital. The increase of wages 
will fall primarily on the wastes of society in its crimes, idleness, 
fashions, and monopoly. The new leisure, by tempting the workers 
to buy luxuries, increases the market and thus reduces their cost; 
whereas when wages are low the market is limited and prices are high. 

Thus the increase of wages will not mean higher prices. With a 
reduction of hours, the differences between producers and consum- 
ers will disappear. The capitalists, as now understood, will pass away. 
Every man will be a capitalist. The capitalist of today, however, is 
as necessary as the king once was to preserve order. Nothing but a 
higher standard of popular intelligence can supersede the necessity 
of the one-man power.*® 

A series of articles published during the Civil War formed the 
basis of one popular textbook. This was the work of Bascom’s close 
friend and colleague at Williams, Arthur Latham Perry (1830-1905), 
professor of history and political economy, and German. Like 
Bascom, Perry was a graduate of Mark Hopkins’s Williams, and a 
cleric. He was just as dogmatic as Bascom in his exposition of the 
dominant New England view, but he presented it in the optimistic 
manner of Carey rather than in the pessimistic tones of Ricardo and 
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Malthus that pervaded Bascom’s approach. Though he was an ardent 
free-trader, he was a great admirer of Webster. 

Perry avowedly followed Bastiat, to whom he was introduced by 
his friend Amasa Walker. In March 1864 the powerful Springfield 
[Massachusetts] Republican got Perry to write a series of fourteen 
articles setting forth the true principles of political economy. The 
first was on “value.” Perry declared that political economy is the 
“science of value,” and where value stops, so does political economy. 
Value is simply exchange value, the value which one thing has for 
purchasing others. Thus political economy possesses one great char- 
acteristic of all great sciences—simplicity. 

In every case of value, what is exchanged is mutual services. Value 
is only produced when two persons are in a position to render each 
other a service, and the respective services being rendered—that is, 
exchanged—and the balance being struck, we have the value of one 
expressed in the other. The value of an object is determined not by 
labor, but by the service it can render. 

That all men possess desires, that efforts are necessary to meet them, 
and that satisfactions result are the universally admitted simple truths 
from which spring “all the laws of our science and all the economical 
harmonies of society.” Thus trade is nothing but a mutual exchange of 
services whereby more satisfactions are obtained for less effort. The 
only motive is the mutual benefit of the parties. After every fair ex- 
change both parties are richer than before, otherwise they would not 
exchange. The American people are fortunate in living under a 
system of exchange “almost absolutely free.” This is the great source 
for the nation’s prosperity, and this, if anything can, will prove our 
salvation under a vast and rapidly growing public debt. 

The tariff, Perry felt, is not the only obstruction to free exchange. 
The usury laws are another violation, and Perry was especially dis- 
turbed over a proposed amendment to the National Banking Act 
limiting interest to be charged by the banks to 7 per cent. He reiter- 
ated the long list of objections. The usury laws make an invidious 
distinction, for men are allowed in all other businesses to exchange 
their services on the best terms they can make. They not only infringe 
the rights of property, but also tend to prevent weak borrowers from 
having a fair chance in the market. 

The rebel South insists that there is an antithesis between labor and 
capital, and the conflict can only be solved by capital’s owning labor. 
But political economy easily proves that there is a perfect harinony 
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between them. Every increase of capital, while it benefits the capital- 
ist, benefits even more the laborers. Perry used Carey’s theory to 
“prove” this, but, being a free-trader, he attributed it to Bastiat. The 
rate of profit invariably declines as the country grows older and 
richer. For example, as capital increases, less profit is received on 
every hundred dollars, but since there are more hundreds invested, 
the capitalist makes an absolute gain, while labor gains both relatively 
and absolutely. This is important because it proves beyond a doubt 
that in the very nature of things there is a “tendency towards equality 
of condition everywhere.” God has ordered it so. Self-interest is in- 
deed the mainspring of the economic world; but no man can labor 
intelligently under its impulse without benefiting the masses. So high 
returns to capital, by increasing business, bring more employment to 
labor. 

Since wages depend on the number of laborers and the capital seek- 
ing to employ labor, wages can rise only if capital is increased or 
laborers are fewer. People, including writers for the Springfield 
Republican, foolishly contend that the government should interfere 
to raise the wages of women in New York. The trouble is that there 
are too many of them. “Tet half of them go into the country where 
they will find work at good wages and the other half will live well 
enough.” 

Of course, strikes are vicious. “It is admitted that workmen may 
sometimes strike and gain their point, but it is none the less true . 
that strikes are false in theory and pernicious in practice; that they 
spring from utter misapprehension of the principles of wages, that 
they embitter relations between employers and employees, which 
ought to be cordial and free, and that they rarely or never, are 
permanently advantageous to the workingmen themselves.” 

Perry hoped that workingmen would not think he was an advocate 
of employers against employees. “Not a bit of it. I believe in high 
wages as firmly as anyone. My doctrine is that the many are worth 
more than the few, and that man is worth more than money.” The 
truth is simply that “there is no real antagonism between employers 
and employed, and even if there were, strikes are no appropriate 
remedy.” Perry added that in the proper place he would indicate the 
proper remedy “where antagonism exists or is supposed,” but he had 
no real remedy unless capital were increased. The great economic 
evil of strikes, he insisted, is that they reduce the capital fund for 
wages. 
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The last six of the fourteen articles were devoted to the most im- 
portant problem in the eyes of the respectable, that of the deprecia- 
tion of the currency. Perry’s remedy was to tax out of existence the 
notes of state banks and thereby limit banks to their legitimate func- 
tions of deposit and discount. Alluding to the passing of the National 
Banking Act, Perry declared that the nation, after thirty years, 
resumes its constitutional right of providing for the currency, a right 
which led to the unfortunate multiplication of state banks.** 

Walker, among others, was so enthusiastic over Perry’s perform- 
ance that he encouraged the latter to elaborate the articles into a 
textbook. After submitting the manuscript to the “critical eye” of that 
“competent thinker,” President Woolsey, Perry had it published 
shortly after the Civil War as the Elements of Political Economy, and 
for almost a quarter of a century it was the most popular treatise in the 
country. 


THE SOUTH 


Southern leaders defended secession and states’ rights with argu- 
ments that recalled the Tory side of the Revolutionary War and the 
Federalist opposition to Jeffersonian Republicanism. Vice-President 
Alexander Stephens, whom N. Beverley Tucker had denounced as a 
vicious democrat, proclaimed that the southern constitution secures 
all our ancient rights, franchises, and principles. All the great princi- 
ples of Magna Charta are retained in it. “Honest labour and enterprise 
are left free and unmolested in whatever pursuit they may engage.” 

Its great improvement over the old constitution is its acceptance 
of slavery as fundamental. Jefferson and the other founding fathers 
‘maintained that the enslavement of the black violated the laws of 
nature; that it was wrong socially, morally, and politically; that it was 
an evil “they knew not well how to deal with”; but the general 
opinion was that somehow or other “in the order of Providence, the 
institution would be evanescent and pass away.” Though the idea of 
slavery as evil was not incorporated in the old constitution, it was the 
prevailing one. ; 

But this notion is fundamentally wrong because it assumes the 
equality of races. “Ours is founded on exactly the opposite.” It rests 
on the great truth that the Negro is not equal to the white, that 
“slavery, subordination to the superior race, is his natural and normal 
condition.” The southern confederacy is the first government in the 
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world’s history to be based on this “great physical, philosophical, and 
moral truth.” But, like all great truths in the various departments of 
sciences, this truth has slowly developed. “Many who hear me, per- 
haps can recollect well that this truth was not generally admitted even 
within their own day.” °° 

Fitzhugh proudly stated in southern journals that the revolution of 
1861, unlike the American Revolution, was a reactionary movement 
to eliminate the excesses of the spirit of the Reformation and a solemn 
“protest” against the doctrines of natural liberty and human equality 
and the social contract entertained by Locke and “the American sages 
of 1776.” It was also a protest against the infidel political economists, 
including Adam Smith, Benjamin Franklin, J. B. Say, and “Tom” 
Paine, who maintained that the “world is governed too much.” 

He declared that southerners are Tories in blood and inheritance 
as well as in feelings, for the southern states were settled by Cavaliers 
or their descendants. The ignorant democratic fanatical-minded New 
Englanders, the controlling element in the North, are descended from 
the Independents. 

We must, concluded Fitzhugh, seek an alliance with the English 
Tories and not with the Whigs; for the latter, like the Yankees, are 
imbued with the “wild utopianism of Locke and the Red Republican- 
ism of France.” *4 

But President Jefferson Davis soon found that in matters economic 
southerners were just as keenly motivated by the lure of profit as any 
Yankee. The Richmond Examiner in 1863 complained bitterly that 
the militia are called out at planting or harvesting time, when the 
individual’s labor is worth ten times more than at other times.®> Sea- 
board states went into partnership with ship companies and com- 


peted with the Confederate government. Ship companies on one 


occasion went on strike for several weeks rather than comply with 
government regulations fixing freights and other matters.°° 

To finance the war, the Confederacy followed the North in turn- 
ing to bonds and legal-tender paper rather than heavy taxation. C. C. 
Memminger, the first Confederate Secretary of the Treasury, had 
been one of the leading Jackson hard-money men in South Carolina 
and had even demanded the revoking of the charters of any bank that 
at any time suspended specie payments. But when he resorted to the 
printing press he was soon extolling the virtues of paper. 

In the face of the northern blockade, the effects of the incon- 
vertible currency on prices were like those in the Revolutionary War. 
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The Richmond Examiner expressed what was respectable “popular” 
opinion. It reminded its readers that in the Revolutionary War the 
British had gloated and the Americans had been terror-stricken over 
the fall of the continental, but both sides had been mistaken. The de- 
preciation, it claimed, had been caused by speculators, but it de- 
nounced “interferences” with the “free market.” 7 

The government attempted to fix prices for government purchases 
under a policy of “impressing” necessary goods. But respectable 
leaders cried, “Liberty is lost when a man holds his life, liberty, and 
property not under law, but at the mere pleasure of another.” Price- 
fixing was supposed to be an exploded error, but “alas: it seems to be 
decreed by Providence that one generation shall derive but small 
profit from the experience, the sufferings or the wisdom of its pred- 
ecessors.” Vice-President Stephens, favoring payments according to 
market price, said that fear of impressment would cause a decrease in 
production.** 

William Gregg, the South Carolina manufacturer, appealed to 
patriotism as he requested his help to work fourteen instead of twelve 
hours, but he complained that the politicians had spread the notion 
that manufacturers made enormous profits, whereas the true costs, 
especially labor, had increased. The high prices had really been 
caused by the excessive currency. To the argument that it was hardly 
fair that manufacturers should make profits while others joined or 
were drafted into the Army to risk their lives without price, Gregg 
replied that the manufacturers could not continue unless investment 
was given encouragement.*® 

Cardozo, in flaming editorials in the influential Atlanta, Georgia, 
Southern Confederacy, informed the country that impressment of 
food and price-fixing had its origins in “barbarous periods in feudal 
parliaments, in arbitrary decrees of councils and in the caprices of 
despotic monarchs.” To fix prices requires that all prices be fixed; and 
of course this is impossible because of the fluctuations of the currency 
and changes in the relative value of labor and commodities. The 
critics agree that the cause of high prices is excessive currency. The 
only real remedy, therefore, is its reduction. 

The excessive currency, said Cardozo, could be reduced only by 
taxation or funding. Taxation has reached its limit if the means of re- 
productive investment are to be preserved. He threw up his hands in 
horror at tax proposals for taking 30 per cent of the total income of 
the Confederacy to finance the war. 
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However, funding must proceed on the principle of enticing 
moneyed capitalists, especially from abroad, to invest in Confederate 
securities. Foreign investment leaves the Confederacy’s capital avail- 
able for more productive investment. A preliminary condition is that 
the principal and interest should be exempt from taxation and be 
secured by some source of internal taxation. 

But the first consideration is that the rate of return be adequate. 
Advocating a policy that northern economists had demanded, 
Cardozo declared that the rate should be left to competition by 
throwing on the market twenty-year 6 per cent bonds and selling 
them at any discount necessary to dispose of them. The bonds should 
be offered over a series of years so as not to force a too drastic reduc- 
tion of circulating medium and prices, with consequent disastrous 
effects on trade. 

But at the same time the scheme would mean great savings for the 
government by forcing a reduction of prices in a greater proportion 
than the reduction of the currency funded. To show this, Cardozo 
developed a novel variant of the quantity theory of money that he 
had so often denounced. When the currency is increased, prices rise 
in a compound ratio of increased demand and lessened supply of 
goods, he said. The increased currency naturally augments purchas- 
ing power, and thus the demand for goods. Prices rise, but not all 
prices at once. This process of adjustment is coupled with expecta- 
tions of further rises, and so leads speculators to withhold goods from 
the market, and the prices rise to a greater height than the increase of 
currency. By the same reasoning, a reduction in the currency acting 
on both demand and supply causes a greater than proportional fall in 
prices. 

This funding scheme, said Cardozo, offers the solution to the 
financial ills of the government including the financing of deficits. 
Suppose $100,000,000, or one-sixth of the existing currency at the 
time (1863), were annually funded. Government expenditure would 
fall farther than the proportion of currency. Suppose that taxes yield 
$200,000,000, but expenditures are $600,000,000. Such a deficit 
may force 6 per cent bonds to sell at a 50 per cent discount. This 
would require that $800,000,000 be issued, but the effective yield of 
12 per cent would entice the capitalists. With government ex- 
penditures falling farther than the decrease of the currency, the suc- 
cessive deficits of the Treasury would be financed at a constantly 
reduced rate of discount so that by the end of the third year govern- 
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ment bonds would sell at par. When peace is established, duties on ex- 
ports and imports would pay the interest on the funded debt, and the 
current expenses of government could be met by moderate internal 
taxation. 

As the financial situation got more out of hand, Cardozo, like his 
northern prototypes, began to attribute the great depreciation to the 
failure to provide a more adequate taxing system. 

Since Cardozo represented the best thinking in the South, it was 
not surprising that the financial plans evolved were hardly above the 
level of those of the Revolutionary War. Toward the close of the 
war, the Confederate government, though in desperate straits, was 
forced to remove practically all regulations and control over prices 
and supplies. The South’s financial methods might not be much dif- 
ferent from those of the North, but the North was richer in material 
resources. 

Ironically, at the end southern leaders were willing to free the slaves 
in return for European recognition of southern independence; but 
the offer, coming after Lincoln’s Emancipation Proclamation, was too 
late. 


The victory of the North put an end to legal slavery. The Union 
was saved and strengthened. But its economic foundations were no 
longer to rest primarily on foreign commerce. The development of 
transportation and manufactures, accelerated during the sectional 
strife, shifted the emphasis from foreign to domestic trade, which 
increasingly engrossed the attention of Americans. Yet, as enter- 
prise and speculation turned toward the interior of the continent, 
they brought to closer realization the ideal of the cosmopolitan 
founders of the colonies and the Republic—a great empire matching 
the mother country in riches, power, and splendor. But the old tradi- 
tion of hierarchical order became dimmed. The antagonists of de- 
mocracy remained essentially unreconciled; but they became far 
more circumspect. 
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